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Are You Helping to Pay Dividends 
to Stockholders or to Policyholders ? 


CENTRAL MANUFACTURERS’ MUTUAL INSURANCE CO. 
OF VAN WERT 


INDIANA LUMBERMEN’S MUTUAL INSURANCE COMPANY 


OF INDIANAPOLIS 


LUMBER MUTUAL FIRE INSURANCE COMPANY 
OF BOSTON 


LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF MANSFIELD 


NORTHWESTERN MUTUAL FIRE ASSOCIATION 
OF SEATTLE 


PENNSYLVANIA LUMBERMEN’S MUTUAL FIRE INSURANCE CO. 


OF PHILADELPHIA 


Offices From the Atlantic to the Pacific 


Gale & Stone, Boston Justin Peters, Philadelphia 
Interstate Mutual Insurance Agency Co., Mansfield, Pittsburgh. 
Lumbermens & Manufacturers Mutuals Inc. 

James S. Kemper, Mgr. 

Chicago, Milwaukee, Minneapolis, Omaha. 

Lumber Mutual Agency, 

Indianapolis, Memphis, Dallas, Kansas City. 

The Martin General Agency, Seattle, Denver, San Francisco, 
Los Angeles, Vancouver, Portland, Spokane. 
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LET US EXPLAIN 


how we are able to reduce the cost of this form of coverage... . 
through the economical operation of our organization ... . the 
careful selection of risks... . and through loss prevention activ- 
ities—reducing the frequency and severity of accidents... . and 
when accidents do occur . . . . through our complete Hospital 
Departments . . . . expediting the employee’s recovery. 


OUR POLICY IS WORTHY OF YOUR INVESTIGATION 
AND YOUR INVESTIGATION WILL DISCLOSE THAT 
OUR POLICY IS WORTHY OF YOUR CONFIDENCE. 


SERVICE SOLVENCY 


MICHIGAN 
LIABILITY 


163 Madison Ave. OBL Ge Telephone 


DETROIT, MICH. ¢ CHERRY 4800 


CHECK THESE FACTS 


Before Placing Your Workmen’s Compensation Insurance 


We are Casualty Insurance Specialists. 


We are Michigan’s largest Old Line, Legal Reserve 
Mutual Casualty Company. 


¥ 
We write more Compensation Insurance in Michigan 
¥V than any other company. 


Our Underwriting and Actuarial Departments assure 
proper classification and rating of all risks. 


Our own Safety, Inspection and Engineering Depart- 
¥ ments assure you efficient and practical accident-pre- 
vention service. 


Our own Hospital, with its large Medical and Surgi- 
cal staff, supplemented by our field physicians and 

¥ surgeons, assure scientific and proper care of your 
employees’ injuries. 


Our own Claim and Legal Departments, operating 
¥ from our Home and Branch Offices, assure prompt 
and fair settlement of all legitimate claims. 





Our Non-Assessable, Dividend Paying policies assure 
¥ you maximum protection at minimum cost. 
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Branches in Principal Cities in Michigan, Northern Ohio and Indiana. 
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THIS MONTH 


Few writers on insurance topics have 
such sprightly style and interesting 
material as J. J. Fitzgerald, who is 
represented in this issue by a discus- 
sion of the "Case For The Compre- 
hensive Policy.'' While the ideals he 
visions are far from being the universal 
practice now; the insurance public 
would undoubtedly welcome such a 
consummation if and when it comes 
about ® Don't turn the pages of the 
Fire Insurance Cases" article too 
quickly since they do not contain the 
dry as dust matter too frequently 
typical of articles on legal topics. W. 
Dale Dunifon knows how to blend his 
comment concerning law and fact into 
a very attractive treatment of the 
trend of decisions in various insurance 
directions ® Superintendent Louis H. 
Pink of the New York Department 
forcefully expresses his ideas about 
Insurance Safety and draws enlighten- 
ing conclusions from his wide ex- 
perience in dealing with companies in 
trouble ® The mutual world will take 
especial notice of news about the con- 
vention to be held in Des Moines on 
October 7 to |Oth inclusive ® And 
everyone who is a partizan for fair play 
will feel gratified in following the ex- 
cellent logic embodied in the reply of 
A. P. Lange of San Francisco to C. W. 
Pierce of the ‘America Fore’ group 
of fire insurance companies. 


NEXT MONTH 


Besipe the standard attention to fire 
and casualty topics we will have articles 
ranging into the life and health fields, 
and some very choice specimens of 
ridiculous propaganda on display in 
“Bunk of the Month." 
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F. J. DE CELLES 


Commissioner of Insurance 
State of Massachusetts 


OS DeCelles comes to his post as head of the Insurance Department 
of his state with an equipment of unusual scholastic attainments as well as 
sound business experience. He graduated with a master's degree from Boston 


College, where he later was in charge of courses on legislative procedure and 
parliamentary law. His legal training was gained at the Suffolk Law School. 
During his career he has been in close contact with both stock and mutual 


insurance in capacities which has given him wide acquaintance with the problems 
of the business. 
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SUPREME COURT HAS LAST 
WORD IN CALIFORNIA 


California wiseacres in the stock insurance field were 
somewhat flabbergasted in early September to learn of 
the decision of the Supreme Court of the state affirming 
the constitutionality of mutual insurance on school prop- 
erty. After all the obstructionist tactics used by the 
stocks to block the entrance of mutuals into the public 
property field, this was a sorry blow to the ego of the 
Firemen’s Fund, et al. 

Several questions arise. One grows out of a circum- 
stance that happened at a hearing be- 
fore Governor Merriam on a bill de- 
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naturally was in a good position to know the facts,) in 
writing his opinion upholding the mutual contention, 
specifically mentioned the Employers case as not being 
pertinent. The case, however, is also a old standby in 
stock propaganda, such as that issued by the Committee 
on Publicity and Education, which of course does not 
have to face judicial analysis. Mr. Webb was apparently 
ill advised to rely upon it. 

Another case popular in stock company literature is 
School Dist. vs. Twin Falls, etc., held up as a blanket 
rejection of mutual insurance for public property. The 
Attorney General cites this also, and utterly neglects to 
notice that the court distinctly confines its remarks to 
unlimited assessment mutuals when making its pro- 
nouncement on unconstitutionality. Since all the mu- 
tuals concerned in the matter under discussion were of 
limited assessment type, the Supreme Court easily saw 
the distinction, although to Mr. Webb this obvious fact 
remained darkly hidden. 

While we are the first to agree that there are gen- 
erally two sides to a question, it is difficult to see how 
learned counsel retained by public vote to serve the 
people’s interest, could overlook so clearly defined legal 
evidence, especially after it has been brought before 
him at his request. 

The upshot of all this was that Governor Merriam, 
listening to Mr. Guerena, and somehow depending on 
the correctness of Mr. Webb’s information, and possibly 
being better acquainted with stock insurance than he 
was with mutual companies, allowed a bill to die that 
would have given the California schools the benefit of 
free competition between stock and mutual insurance 
companies, and so would have paved the way for oppor- 
tunity to save some three quarters of a million dollars a 
year in premiums. 

California has thus added another item to the con- 
fusion which has been caused to exist insurancewise in 
the state by certain influences. But the Supreme Court 
decision has pointed toward new things 
which are capable of being developed 


. ° . 5 . 
signed to allow school boards to insure into a square deal for the companies 
public property in mutuals not res- and the public all around. The rum) 


ident in the state. The question of 

constitutionality was up and Mr. Frank 

Guerena (formerly of the California Insurance Depart- 
ment and now legal adviser of the California Association 
of Insurance Agents) appeared to oppose the bill on the 
ground that under its provisions the state would be 
illegally lending its credit. According to report his 
clients were so well satisfied with his argument that his 
conclusions were to be published in pamphlet form and 
widely broadcast over the state as the last word on the 
subject. But, we ask, how will the project proceed now 
that the highest court in California has said (unan- 
imously,) a totally different last word to Mr. Guerena 
and others of the same mind. 


This last word was also addressed to Attorney Gen- 
eral U. S. Webb, who, following along his single but 
circular mental track, has not advanced in his knowledge 
of the real law on the subject since he issued the first 
of his opinions which have been followed from time to 
time by others of like attitude. Thus was _ stock 
company monopoly of public property coverage saved 
on many an occasion. It is interesting to observe how 
Mr. Webb tenaciously held on to cases not at all in point, 
and to peculiar reasoning. No court of last resort, so 
far discovered, has ever paid any serious attention to 
the Tyler vs. Texas Employers citation which the At- 
torney General’s opinion sets up as supporting authority. 
The reason is plain, as may be gathered from the cir- 
cumstance that the Attorney General of Texas, (who 


lings of approaching events are already 
being felt in San Francisco and Los 
Angeles, and no doubt, soon the whole state will hear 
about it. 
For full text of California Supreme 
page 22. 


COERCION BLOCKE One of the most 


flagrant cases of 
| N O K LA Hi O M A unethical competitive 
pressure that has 
come to light in years was the recent attempt of the 
United States Fidelity & Guaranty Company to coerce 
school officials into placing their fire insurance in stock 
companies. 
Down in Kay County, Oklahoma, certain school prop- 
erty was insured by a mutual company and the Board 
could not be moved by the most persistent solicitation of 
stock company agents. Whereupon, the U. S. F. & G. 
came into the picture and proceeded to apply strong arm 
tactics to the situation. Since there was nothing in favor 
of the stocks that could be advanced on the merits of 
the case, the stock outfit cast about for some different 
basis of attack with the following result. 
It seems that a Mr. Bucker was County Treasurer 


Court Decision—sec 


of Kay County and in that capacity was charged with 
the duty of honoring a warrant drawn by a school board 
in payment of the mutual premium for fire insurance. 
It happened also that the U. S. F. & G. had written the 
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necessary bond for the County Treas- 
urer. This seemed to be a perfect 
set up for the stock bonding com- 
pany, since to their mind all that was 
needed was a notification to Mr. 
Bucker that his bond would be can 
celed if he honored the warrant for 
payment of the mutual fire insurance 
premium. The County official, was 
thus put in a queer position, but the 
U. S. F. & G. sought to soften the 
blow by arguing elaborately that a 
mutual insurance contract on school 
property was unconstitutional be- 
cause it violated the prohibitions 
against lending public credit and 
against municipal stockholding in 
private corporations. 

Since this was done at the instance 
of the Oklahoma City office of the 
U. S. F. & G. and because it was 
surmised that such a policy might not 
be in accordance with the desires of 
the home office, complaint was made 
to the president and general counsel 
of the stock bonding company with a 
request that they look into the situ- 
ation. No satisfactory reply was re- 
ceived and certainly nothing was 
done to correct the injustice. 

Shortly after, the mutual brought 
an action in the District Court for 
the Third District of Oklahoma for 
mandamus requiring the County 
Treasurer to enter the premium war- 
rant for payment. The County 
Treasurer, being in a quandary as to 
what to do, pleaded the objections 
presented by the U.S. F. & G. These 
points were argued on September 6 
with the result that the Court re- 
jected all of the U. S. F. & G. objec 
tions and a peremptory writ of man- 
damus was granted the same day. 

The record does not show whether 
Mr. Bucker thereupon had his bond 
cancelled but doubtless the threat still 
hangs over kim. However, the quick 
action of the Oklahoma Court may 
discourage the U. S. F. & G. from 
following along similar lines in othe? 
sections of the state or elsewhere. 
This may be an example of stock 
companies sticking together for the 
coercion of business, but it 1s thought 
that the public, possibly through the 
various state departments of insur 
ance, will shortly find a way for rem 
edying this evil. 

The stock fire insurance companies 
have been beaten at every turn in 
their attempts to prevent the writing 
of school property in mutual com 
panies. The stock casualty companies 
should learn from that experience 
and not make themselves ridiculous by 
taking a legal position which has been 
held untenable by every high court 
that has considered the question. 


JouRNAL OF AMERICAN INSURANCE 





NOTES ABOUT 
the 


INSURANCE WORLD 


Running Comment on What Is In the Magazines 
and the Mail That Comes to the Desk of the Editor. 























Canadian Commissioners 
Meet at Winnipeg 


THE ANNUAL MEETING OF THE 
ASSOCIATION OF SUPERINTENDENTS OF 
Insurance of the Provinces of Can- 
ada was held at Winnipeg on Sep- 
tember 3rd, 4th and 5th. Approx- 
imately seventy government and com- 
pany officials attended. In the ab- 
sence of President Ralph P. Hartley, 
of New Brunswick, H. G. Garrett, 
Insurance Superintendent for British 
Columbia, presided at the meeting. 

The conference was welcomed to 
Winnipeg by Ewen McPherson, 
K.C., Manitoba’s Treasurer, who 
suggested that the conference might 
well consider over-insurance by the 
individual and compulsory automo- 
bile insurance. He expressed the be- 
lief that the companies could cure the 
two problems referred to without any 
action being taken by the govern- 
ment. In replying, Superintendent 


Fisher of Saskatchewan declared both 
questions were down for discussion 
and invited the Provincial Treasurer 
to attend some of the meetings. 

There was a full discussion of fire 
statutory conditions, a carry-over 
from last year’s conference. The 
question of the underwriting power 
of fire, marine and casualty com- 
panies was also discussed and_ the 
same principles that are incorporated 
in the United States agreement on in- 
land marine underwriting powers will 
apply in Canada. 

A new note in the conference was 
a special report on accident and sick 
ness insurance which was discussed 
from a broad social standpoint. 

Commissioner W. A. Sullivan of 
Washington, president of the Na 
tional Convention of Insurance Com 
missioners, made an address on “The 
Responsibility and Importance of In- 
surance Supervision” in which he 
said that there must be no faltering 
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by insurance commissioners in carry- 
ing out the insurance law provisions 
which legislatures have set forth for 
the guidance of the insurance com- 
panies. “Commissioners should be 
careful,” he cautions, “not to substi- 
tute their respective judgment, not to 
say arbitrary opinions, for the legal 
rights of the companies under its con- 
tract. That they should be zealous in 
guarding the public, which relies 
largely on the fact that companies 
are authorized to do business and 
therefore must have the seal of ap- 
proval of insurance departments be- 
fore they can operate. Commission- 
ers must see that the public is fairly 
dealt with by companies in meeting 
contractual obligations toward ben- 
eficiaries and policyholders.” 

R. Leighton Foster, Insurance 
Superintendent of Ontario and Secre- 
tary of the Superintendents’ Asso- 
ciation, commented on new provincial 
legislation for 1935. He _ noted 
that the Standing Committee on 
Valuation of Securities cooperated 
again this year with the Valuation 
Committee of the National Conven- 
tion of Insurance Commissioners. 

Superintendent Foster observed 
that since September 1, 1932 in all 
Dominion provinces except Quebec 
all automobile insurance, except spe- 
cial risks, has been written by all 
classes of insurers on mandatory 
standard forms promulgated by the 
committee on automobile insurance 
standard forms. A committee of 
underwriters fairly representing all 
branches of the business prepared 
and recommended the forms which 
were approved by the Canadian 
\ssociation. 

A discussion of ‘‘Conservation and 
Agency Turnover” was led by 
3. Arthur Dugal, Insurance Superin- 
tendent of Quebec, who stated that 
there is a large question whether con- 
tracts of agents, especially in centers 
if population that do not produce 
adequately or do not properly serve 
their clients should be continued. 

The Conference did not look with 
favor on compulsory automobile in- 
surance and was opposed also to a 
proposal to establish a Board of Ap- 
peals to which a disgruntled appli- 
cant for automobile insurance might 
bring his grievance. 

It was agreed in executive session 
that recommendations stated in the 
report of the Committee on the Defi- 
nition and Interpretation of Under- 
writing Powers of Fire, Marine, and 
Casualty Underwriters should be 
adopted. Superintendent Foster was 
asked to hold a conference with rep- 
resentatives of the different classes of 
underwriters and suggest that they 


appoint a joint committee on interpre- 
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tation and complaint to proceed along 
lines which have been used in the 
United States when studying similar 
problems. 

A number of amendments to the 
Uniform Life Insurance Legislation 
program were given a general okay 
and their consideration recommended 
to all the Provinces. 

D. A. Dugal, Superintendent of In- 
surance of the Province of Quebec, 
was elected President. Other officers 
chosen are: Honorary President, 
W. J. Major, K.C., Attorney Gen- 
eral of Manitoba; Vice-President, 
Charles Heath, Superintendent of 
Manitoba; Secretary-Treasurer, R. 
Leighton Foster, K.C., Superintend- 
ent of Ontario, reelected. 

The location of the 1936 meeting 
will be at the Chateau Frontenac, 
Quebec, following the Labor Day 
holiday in September. 

eo @ @ 


Appoint Nebraska Director 


of Insurance 

GOVERNOR R. L. COCHRAN OF NE- 
BRASKA HAS ANNOUNCED THE AP- 
pointment of Charles Smrha of Mil- 
ligan to be State Director of Insur- 
ance. John S. Logan, who has been 
serving in this position since Conn 
W. Moose was ousted by the Gover- 
nor, will remain as attorney for the 
Department. Mr. Smrha took active 
charge of the office early, in Septem- 
ber. He has been state manager of 
the H.O.L.C. for the past year and 
before that was engaged in the bank- 
ing business at Milligan. He was a 
Democratic member of the State Sen- 
ate in 1923 and 1927 and resigned 
from his present federal position to 
assume the new post. 

e e@ @ 


The A. M. Best Controversy 

THE YETKA-BEST RATING DISPUTE 
HAS BROUGHT FORTH INTERESTING 
statements from both sides, one of the 
latest of which is a communication 
from the Best Company. [Excerpts 
follow: 

“Numerous weak and insolvent life 
insurance companies operating under 
licenses issued by certain state insur- 
ance departments and taking advan- 
tage of the prestige and good name 
of the life insurance business, have 
sold and are selling ‘life insurance’ by 
misrepresenting their financial condi- 
tion. Although these companies singly 
or in the aggregate are of small im- 
portance in relation to the vast life 
insurance business as a whole, yet 
their condition jeopardizes the savings 
of hundreds of thousands of policy- 
holders, and hundreds of millions of 
‘life insurance,’ purchased for the pro- 
tection of their dependents. 

(Gee 

“This conditicn, existing during the 
past five years and today, is worse 
than at any prior time in history. In 
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a number of states, despite knowledge 
of these facts, not only is nothing cor- 
rective being done, but desperate ef- - 
forts are being made to conceal them. 
These efforts are due cither to the 
mistaken belief that by some miracle 
the incompetence responsible for the 
condition will suddenly be transmuted 
into the acme of efficiency, and make 
an unsound company, sound, or (and 
this is rapidly becoming a firm suspi- 
cion) the ‘coverup’ effort is for the 
purpose of keeping some men in office 
so long as there is anything left with 
which to pay salaries.” 

The Best statement is careful to 
emphasize that ‘ ‘ninety-six percent of 
the life insurance in force in this 
country is in companies of unques- 
tioned solvency and strength” and fur- 
ther says, “we shall, in later articles, 
point out those particular insurance 
commissioners who have taken such 
vigorous steps to clean up conditions 
inherited by them and who are en- 
titled to public commendation.’ 

In a concluding paragraph there is 
the charge that “it is no coincidence 
that in some of those states where the 
worst conditions prevail, every con- 
ceivable effort has been made by the 
managements of doubtful or insolvent 
life insurance companies and by their 
home state insurance departments to 
prevent comment on statements by 
withholding the statements  them- 
selves ; and extraordinary mental gym- 
nastics were indulged in to circumvent 
the fact that they are public doc- 
uments.” 

LATER: Information arriving as the 
Journal goes to press indicates that 
the parties to the controversy have 
settled their differences. 


Mutual Agents Meet in Phila. 


THE ANNUAL MEETING OF THE 
NATIONAL ASSOCIATION OF MUTUAL 
Insurance Agents will be held at the 
Ben Franklin Hotel in Philadelphia 
September 18th to 20th. The address 
of welcome will be delivered by 
Assistant Secretary J. H. R. Timanus 
of the Philadelphia Contributionship, 
the oldest and strongest mutual fire 
insurance company in the country. 

J. J. Fitzgerald, secretary of the 
Grain Dealers National Mutual of 
Indianapolis, will give an address to 
be followed by distussions on pros- 
pecting, service to policyholders, or- 
ganized sales talks, etc. H. J. Pel- 
string of the Pennsylvania Lumber- 
mens Mutual will give a paper on 
“Selling the Banks and Building and 
Ioan Associations Mutual Insur- 
ance.” He will speak from the com 
pany side while Chester Jennings of 
Baltimore will view the question trom 
the agent’s standpoint. 

J. T. Haviland, vice-president, 
Lumbermens Mutual Casualty, will 
discuss various methods used by his 
organization in production _ lines. 
A. V. Gruhn, General Manager 
American Mutual Alliance, will dis- 
cuss the limitation of liability on non- 
assessable policies. 
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H. H. Kilkyson, secretary, Penn- 
sylvania Association of Mutual In- 
surance Companies, who is also an 
agent, will talk from the standpoint 
of a small town office. 

S. F. Coffin of the Lumbermens 
Mutual of Mansfield, Ohio, who has 
made a study of underwriting and un- 
derwriting methods both from the 
company and agent’s standpoint, will 
speak on underwriting practices. R. J. 
Dunn, second vice-president, Lum- 
bermens Mutual Casualty, will speak 
on the adjustment of automobile 
claims. Ralph Statler, chief claim 
officer, Central Manufacturers Mu- 
tual, will discuss fire losses. 

R. J. Chalmers, Pennsylvania Lum- 
bermens Mutual Fire, and Carl 
Trapp, Western Millers Mutual, will 
take up questions of coverage. Em- 
mett V. Thompson, of St. Louis, 
president of the organization, will 
preside at the various sessions. 


Warns Against the Mixed 


Agencies 


IN AN ADDRESS DELIVERED BEFORE 
THE MINNESOTA ASSOCIATION OF IN- 
surance Agents Kenneth H. Bair, 
Chairman of the Executive Commit- 
tee of the National Association of In- 
surance Agents, warned against per- 
mitting mutual companies to enter 
stock insurance agencies. He points 
out that many of the mutual com- 
panies are now operating on an 
agency system and subscribing to the 
principles of the various associations 
of agents and brokers. Mr. Bair said: 


“Agents are sometimes tempted to 
retaliate for the obvious disinclination 
of the organized stock companies, in 
so many cases, to consider their rights. 
On occasion they feel that it is a mat- 
ter of self-preservation to secure rep- 
resentation of non-stock carriers. 

“Are we going to take into our 

agencies, built upon stock insurance, 
the type of company fundamentally 
opposed to the principles of stock com- 
pany insurance? Are we fair to the 
stock companies we represent if we 
divide our allegiance? Are we fair to 
our assureds by offering two types of 
protection? If the mutual insurance 
is just as good as the stock in every 
way and at less cost, then why should 
an agent not sell mutual insurance to 
all of his clients? In turn, if it is not 
as good, then why should he sell it to 
any? 
“It has been said truly, that these 
agency mutuals are not building up 
their own agency forces half so much 
as they are trying to reap the rewards 
of the businesses stock companies have 
built. 

“For my part I feel that we must 
stand firm; that we must not deviate 
one iota from the principles of stock 
insurance and allow the other type to 
capitalize either on stock agency con- 
tacts of its officials, or on the tempta- 
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tion to retaliate for stock company 
neglect of our rights. Our grievances 
are many. We believe that our cause 
is just but let us fight them out to the 
last ditch if necessary within our own 
family, and let the mutuals establish 
their own agencies, irrespective of us. 
There lies the way of fair competition 
in business.” 
eee 


Commissioner Marshall of 


D.C. to Take New Post 


THE APPOINTMENT IS ANNOUNCED 
OF JOHN A. MARSHALL, SUPERINTEND- 
ent of Insurance of the District of 
Columbia, to the position of Director 
of the District Unemployment Com- 
pensation Board, effective January 1, 
1936. 

The Board is made up of the three 
District Commissioners and two rep- 
resentatives of Labor and Employers, 
with Commissioner Melvin C. Hazen 
as president, and is to have for its 
purpose the administration of the Dis- 
trict Unemployment Insurance Tax. 

Commissioner Marshall will remain 
in his present office until his new 
duties require his services. 








FIRE 
NEWS 


N. Y. Retaliatory Tax Law 


THE ATTORNEY GENERAL OF THE 
STATE OF NEW YORK JOHN J. BEN- 
nett, Jr., has recently forwarded an 
opinion to Superintendent Pink con- 
cerning retaliatory taxes to be as- 
sessed under Section 33 of the In- 
surance law having to do with fire 
insurance premiums of Massachu- 
setts companies. 

The conclusion of the Attorney 
General was that, “in assessing 
retaliatory taxes under Section 33 of 
the Insurance Law on premiums re- 
ceived by foreign insurers for fire 
insurance business, you should 
assess at the proper retaliatory rate 
a tax on all premiums collected, in- 
cluding premiums received for re- 
insurance. Against the tax so com- 
puted you may give credit to the 
company for taxes due to fire com- 
panies under the provisions of Sec- 
tion 133 of the Insurance law or un- 
der the provisions of city charters 
and also give credit for taxes shown 
to have been paid by an original un- 
derwriter on account of reinsurance 
premiums so included. You may 
also give credit for taxes which are 
paid by reinsurers on premiums, on 
reinsurance ceded to such reinsurers, 





such credits, of course, to be allowed 
only against retaliatory taxes imposed 
pursuant to Section 33 of the Insur- 
ance law.” 
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Reward Good Fire Record 


in Texas 


AN ORDER EXTENDING THE MAx- 
IMUM FIRE CREDIT WHICH A CITY OR 
town of Texas may enjoy from 15% 
to 25% has been issued by Texas 
Fire Insurance Commissioner Ray- 
mond S. Mauk. 

For some time there has been a 
feeling in some of the cities and 
towns, particularly in South Texas, 
with unusually favorable loss records 
that they were not receiving a credit 
commensurate with their extremely 
low loss ratio and that by the same 
reasoning cities and towns with less 
favorable records were not paying 
their share of the burden in insurance 
premiums. Recognizing this situa- 
tion, the Texas Board of Insurance 
Commissioners planned to meet it. 
Commissioner Mauk said: 

“The Board has recognized this ap- 
parent justice for several years, but 
it was faced with the fact that it 
must make rates for the state as a 
whole and, moreover, that too much 
credit could not be given or too large 
penalties assessed to individual cities 
or towns without violating one of the 
fundamental principles of fire insur- 
ance and rate making, that is, that 
rates should be based upon large areas 
producing sufficient premium volume 
for a true average to be obtained and 
large enough to prevent one or two 
large fires from causing too great an 
increase in the rate. After a hearing 
on the method of computing fire rec- 
ords, the Board issued the new order 
making the changes indicated. Begin- 
ning March Ist, 1936, fire records are 
ordered to be promulgated based upon 
the preceding four calendar years’ rec- 
ord and beginning March Ist, 1937 
and annually thereafter fire records 
shall be promulgated based upon the 
preceding five calendar years’ record.” 


Recommend Fire Fund in Ohio 


A RECOMMENDATION THAT FIRE 
INSURANCE ON PUBLIC SCHOOLS IN 
Ohio and personal property and pub- 
lic liability insurance on school busses 
be discontinued and that a fund be 
established by the General Assembly 
out of which losses may be paid 
when they occur has been made by 
the Sherill Commission. The Com- 
mission believes that $697,000 a year 
could be saved in this way. The sur- 
vey report asserts that in the four 
year period ending December 31, 
1933 fire insurance premiums on pub- 
lic school buildings in Ohio totalled 
$1,755,174.00, while the fire loss in 
that period was only $115,965.00. It 








n 





is .also declared that in the same 
period personal property and public 
liability insurance on school busses 
amounted to $360,000.00 a year, 
while the claims averaged only 20% 
of that amount. 
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July Fire Loss 


THE FIRE LOSS IN THE UNITED 
STATES IN JULY WAS ESTIMATED BY 
the National Board of Fire Under- 
writers as $19,293,619. This is an 
increase of $793,944 over the fire 
loss during June of this year but it 
is a decrease of $190,408 from the 
losses of July, 1934. For the first 
seven months of 1935 the estimated 
fire losses has been $155,754,000 as 
against $177,548,000 for the same 
period of last year. 


Mutual Fire Loss Conference 


A MUTUAL FIRE LOSS MANAGERS’ 
CONFERENCE WILL HOLD ITS INITIAL 
meeting at Buffalo, New York, on 
November 12 and 13, at the Statler 
Hotel. The meeting is open to loss 
managers and others interested in 
loss work for companies connected 
with the Federation of Mutual Fire 
Insurance Companies. The material 
presented to the Conference and the 
discussion of current problems will 
be of importance to every mutual 
home office and branch fire loss man- 
ager. 

In charge of the meeting is a com- 
mittee consisting of C. H. Ferguson 
of the Lumbermens Mutual of Mans- 
field, Chairman; Fred T. Best of the 
National Retailers Mutual of Chi- 
cago; and Frank J. Pfiffner of the 
Hardware Dealers Mutual of Stevens 
Point. 

e@ @ @ 


Change Mexican Insurance 
Law 


PRESIDENT CARDENAS OF MEXICO 
HAS DECREED SWEEPING CHANGES IN 
laws governing national and foreign 
companies that handle land insurance 
risks. The measures apply to fire 
and accident insurance but do not 
affect social or marine insurance. For 
the first time in Mexican legislation 
agricultural and cattle insurance is 
regulated. Insurance operations con- 
ducted by private individuals are 
strictly forbidden and the reforms 
demand that all insurance in Mexico 
be handled only by authorized com- 
panies. 

The legislation demands that there 
be the utmost impartiality in the reg- 
ulation of both Mexican enterprises 
and the branches of foreign insur- 
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ance companies in the country. The 
system of deposits with the govern- 
ment by insurance companies is 
abolished and a plan for the invest- 
ment of a part of their revenues in 
national enterprises is established. 
All policies issued by insurance com- 
panies are to be rigidly inspected by 
the government as a means of fully 
protecting the interests of the insured. 
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CHARLES H. KEATING 


President of the Lumbermens Mutual of 
Mansfield, Ohio 


40th Anniversary of 
Lumbermens of Mansfield 


ON SEPTEMBER 11TH, THE LUMBER- 
MENS MUTUAL INSURANCE COMPANY 
of Mansfield, Ohio, held its 80th 
Semi-Annual Meeting and also ob- 
served its 40th Anniversary. 

This event brought to Mansfield a 
number of outstanding Mutual Insur- 
ance executives including Mr. James 
S. Kemper, President of the Lumber- 
mens Mutual Casualty Company, 
Chicago; H. E. Stone, President of 
The Lumber Mutual Fire Insurance 
Company of Boston; H. J. Pelstring, 
Secretary of the Pennsylvania Lum- 
bermens Mutual Fire Insurance Com- 
pany, Philadelphia, Pa.; and C. M. 
Purmort, President of The Central 
Manufacturers Mutual Insurance 
Company of Van Wert, Ohio. 

Reports submitted covering opera- 
tions for the first six months of 1935 
showed substantial gains both in vol- 
ume of business written and in sur- 
plus to policyholders. Policyholders’ 
surplus, as of June 30th was reported 
as being in excess of $900,000. 

Immediately upon the adjournment 
of the meeting, The Lumbermens 
Mutual Insurance Company was host 
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to more than a hundred insurance 
executives and guests for luncheon at 
the Westbrook Country Club, Mans- 
field. ; 

President Charles H. Keating pre- 
sided at the luncheon and in the 
course of his remarks stated that 
while forty years is a long period of 
time in the life of an individual, it is 
not so regarded in the life of an in- 
surance company, so that as far as 
The Lumbermens is concerned we 
can accept the statement that “Life 
Begins at Forty.” 

The principal speaker at the 
luncheon was Mr. George Bb. 
Chandler, Secretary of The Ohio 
Chamber of Commerce, who chose as 
his subject “Sharing the Wealth.” 

I‘loral tributes and congratulatory 
telegrams and messages were received 
from all over the United States. 

According to Company officials, 
when the Lumbermens was first or- 
ganized, it had but three Home Office 
employees and one salesman, while 
today there are 140 employees, in- 
cluding 34 field men in addition to 
approximately 500 local agents. 

In its forty years of operation, The 
lLumbermens has paid to its policy- 
holders to cover their losses, more 
than $13,000,000 and has returned to 
policyholders more than $10,000,000 
in dividends, 


eee 
Fire Prevention Week 


THE NATIONAL FIRE PROTECTION 
ASSOCIATION, A COUNTRY WIDE OR- 
ganization supported by both stock 
and mutual insurance companies and 
other concerns has announced Oc 
tober 6th to 12th as Fire Prevention 
Week. 

Throughout the United States and 
Canada a special effort will be made 
during this period to impress upon 
every property owner the menace 
which fire is to his possessions, and 
to life itself. This is to be done, fol- 
lowing the plan of former years, by a 
well-worked-out- program of adver- 
tising, meetings in factories and civic 
centers, radio talks and general call- 
ing attention to the waste that uncon- 
trolled flames bring about. 

Remember the dates—Oct. 6th to 


12th. eee 
Florida Hurricane Causes 
Heavy Loss 


THE RECENT FLORIDA HURRICANE, 
WHICH CAUSED SUCH HEAVY LOSS OF 
life along the Florida Keys, also re- 
sulted in very heavy property damage. 
Preliminary estimates are that the 
total damage covered by insurance 
will be close to $1,000,000. The 
storm swept through most of the 
state and the loss will be widespread 
throughout. 
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CASUALTY 
NEWS... 


To Test Nebraska Bonding 
Act 


STATE TREASURER HALL OF NE- 
BRASKA HAS BEEN NOTIFIED BY THE 
State Board of Educational Lands 
and Funds that all companies which 
signed his $1,000,000 surety bond last 
January must cancel from October 
Ist and return premiums. Similar 
notice served on the companies two 
months ago met with a refusal to can- 
cel as well as to return any part of the 
premium, This procedure was taken 
in order to provide an overt act to 
serve as a basis of enabling the bond- 
ing companies to take the matter to 
court. 

Some time ago, C. Petrus Peterson, 
(jeneral Counsel of the Bankers Life 
Insurance Company, was retained by 
the bonding companies to test the con- 
stitutionality of the act creating the 
State Bonding Fund and to seek an 
injunction against its enforcement, 
but up until now there had been no 
way cleared for going ahead with the 
suit. John J. Ledwith, an attorney of 
lincoln, Nebraska, is to defend the 
law. [arly action on the matter is 
contemplated. 


Book On Industrial Disease 


\ VERY VALUABLE ADDITION TO THE 
PUBLISHED MATERIAL ON SILICOSIS IS 
the recent work summarizing the lit- 
erature and laws of 1934, compiled 
by George G. Davis, Ella M. Salmon 
sen and Joseph L. Earlywine of Chi- 
cago. It brings before the reader all 
of the developments in this fast mov- 
ing field, whether in medical research, 
new legislation or court decision. 
Complete indexes by author and sub 
ject make reference easy. At the 
same time it serves to supplement and 
bring up to date the Bibliography 
and Laws issued by the same authors 
last year. We strongly recommend it 
to all of those interested in this sub- 
ject. The publishers are The Chi- 
cago Medical Press, 302 S. Canal 
Street, Chicago. 


Announce N. Y. Silicosis Rate 


TEMPORARY WORKMEN'S COMPEN- 
SATION INSURANCE RATES TO COVER 
the additional hazard of industrial 
dust diseases, which become compen- 
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sable after September first under the 
new New York law, were announced 
on August 16 by Louis H. Pink, 
Superintendent of Insurance. 

The rates are for two plans. Under 
Plan 1 the rates permitted by the 
Superintendent are approximately 
42% less than those requested by the 
Compensation Insurance Rating 
Board. Under Plan 2 the rates per 
$100 of payroll are 20% less than 
those proposed by the Board and the 
per capita deposit which is part of 
this plan has been reduced 50% from 
the amount sought by the Board. The 
Superintendent has also reduced the 
allowance for acquisition and field 
supervision costs under Plan 1 to 
4% and under Plan 2 to 10%. The 
statement of Superintendent Pink in 
connection with his ruling on these 
rates was as follows: 


“The State of New York, through a 
law which becomes effective on Sep- 
tember 1, will extend the benefits of 
its workmen’s compensation law to all 
workers who may be disabled and to 
the dependents of all workers who 
may die as a result of any occupational 
disease that is directly attributable to 
the worker’s employment. Heretofore 
a number of specifically named oc- 
cupational diseases have been under 
the workmen’s compensation law, but 
a notable omission was the group of 
dust diseases popularly known as 
‘silicosis.’ The 1935 amendment brings 
silicosis under the compensation act. 

“The Superintendent has reviewed 
the experience available in several 
other States which include silicosis 
under the workmen’s compensation 
laws. He has carefully studied other 
factors and data relevant to the com- 
pensation for silicosis. The experience 
of other States indicates clearly that 
the costs of compensation for silicosis 
claims will be substantial. 

“Because of the wide divergence of 
opinion as to the amount of such costs 
the Superintendent has decided to ap- 
prove temporary rates for a period of 
three months. These rates are based 
upon the assumption that the affected 
factories and plants are standard risks 
which are well maintained and in 
which steps have been taken to pre- 
vent any extraordinary or unusual sil- 
icosis hazards. Recognition of the fact 
that some risks will be entitled to 
lower rates and others should bear 
higher rates is given in the decision 
of the Superintendent by a provision 
that departures from the approved 
rates may be made in individual cases 
by the rating board subject to the ap- 
proval of the Superintendent of In- 
surance. 

“Because these rates are based to a 
large extent upon judgment rather 
than experience, the Superintendent 
has decided that at the expiration of 
three months a further review and 
study will be made with a view to 
making whatever modifications condi- 
tions at that time may require. 

“It must be borne in mind by both 
industry and insurance carriers that 
the sudden transition which brings 
silicosis under the compensation law 
will require considerable experimenta- 
tion before a final accurate rating 


basis can be devised. During the tem- 
porary period necessary to work out 
a satisfactory scientific plan, full co- 
operation on all sides is essential. The 
matter is of vital importance to the 
industries and workers affected as 
well as to the insurance carriers. The 
situation must be viewed primarily 
from its social aspects and if that be 
done, it is believed that the many prob- 
lems which will arise during the next 
few months may be satisfactorily 
solved. The Superintendent has ap- 
proved rates under two optional plans 
* * * A few typical examples are 
presented below: 


PLAN I 

c*) (t) 
Foundry $8.00 $4.63 

Quarrying and rock excava- 
vation 9.00 5.21 
Silica grinding 20.00 11.58 
Stone cutting and polishing 18.00 10.42 
Sand or gravel digging 2. 1.16 





* Rate proposed by Compensation In- 
surance Rating Board per $100 of pay roll. 

+ Rate approved by Superintendent of 
Insurance per $100 pay roll. 


PLAN II 
Proposed Approved 
rates rates 
“ 2 —- 
Foundry $2.35 $127 $1.88 $ 64 


Quarrying and 

rock excavation 2.65 143 242 72 
Silica grinding 5.88 317 4.70 159 
Stone cutting 

and polishing 5.29 285 4.23 143 
Sand or gravel 

digging 59 32 47 16 


* Per $100 pay roll. + Per Capita deposit. 


Boy Scouts Jamboree 
Insurance 


THE ACTION OF PRESIDENT ROOSE- 
VELT IN CALLING OFF THE BOY SCOUTS 
National Jubilee, which was to be 
held in Washington August 21st to 
30th, because of the fear that the in- 
fantile paralysis epidemic in a neigh- 
boring state might spread to the en- 
campment of the scouts, caused no 
financial loss to the organization since 
they were covered by a blanket policy 
which included this contingency. 
Written in the Indemnity Insurance 
Company of North America, the pol- 
icies issued included a blanket liability 
policy; a personal accident coverage 
if any of the scouts injured them- 
selves while at the jamboree, and 
workmen’s compensation. The policy 
under which the Scouts recovered 
was written to protect the Boy Scouts 
of America against the cancellation of 
the jamboree for any one of a num- 
ber of stated causes, including epi- 
demics and covering the scouts for 
the expenses which they had incurred. 
The company has made an initial 
payment of $250,000 and further 
payment may be made when the loss 
is fully adjusted. 
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Des Moines, Jowa—Showing a Portion of the Civic Center 


LOOKING TOWARD THE 


MUTUAL CONVENTION 


NE of the most interesting fea- 
O tures of mutual insurance is its 

widespread application to the 
needs of every section of the United 
States. This universal use has devel- 
oped in mutual circles a broadminded 
attitude which partially accounts for 
the great advances of mutual insur- 
ance throughout its history, and par- 
ticularly during the last twenty-five 
years. 

Nowhere is this wide vision better 
reflected than in the choice of loca- 
tions for the various mutual conven- 
tions. These big meetings have car- 
ried mutual delegates to points from 
coast to coast and each time such a 
trip is made there is something gained 
in the way of understanding between 
those who are faced with various 
problems that are best solved by being 
considered from a national viewpoint. 

Selection of Des Moines as the 
gathering place in 1935 is fortunate 
in a number of ways. It is very close 
to the actual center of population in 
the country and probably is accessible 
to more of the rank and file of mutual 
people than almost any other city 
which could be mentioned. This 
statement may surprise some of the 
delegates from back East, but the fact 
is that particularly with the members 
of the National Association, the 
region within a radius of five hundred 


miles from Des Moines is so thickly 
dotted with mutuals that literally 
every town and country district is 
served by some one or more mutual 
carrier. Iowa alone, being one of the 
mutual pioneer states, has grown a 
mutual tradition well in keeping with 
its tall corn and if the folks there 
really turn their heads to getting a 
crowd out to the coming convention 
they can easily put on a demonstra- 
tion of numbers in their capital city 
which will assume record propor- 
tions. 


T seems generally agreed that 

things are looking up in the bus- 
iness world, and insurance is no ex- 
ception to this rule. For that reason 
the mutual sessions at Des Moines 
are likely to be more spirited and pro- 
ductive of progressive ideas than 
those of any recent period. If con- 
ditions are changing, and there is 
every evidence that this is so, then 
there is greater necessity of forward- 
looking planning and the setting up 
of different office routine and new 
selling machinery. Competition has 
begun to take more and more notice 
of the mutuals and where business 
naturally gravitated heretofore to the 
cooperative system of insurance there 
is a growing need for acquainting the 


October 7th, 8th, 9th, 10th, Dates Chosen 


For Big Gathering in Des Moines 


public with just what the mutual plan 
is. The mutual foundations laid 
nearly two centuries ago are still 
sound as a basis on which to build, 
but new conditions demand new 
methods and these must be worked 
out in conference with others of the 
same mind instead of in the individ- 
ual offices of the various companies. 
Troubles, perplexities and difficulties 
have been ironed out in one day at 
conventions which probably never 
could have been adjusted by any sin 
gle-handed attack. A large part of 
the value of a big national gathering 
is the spirit of cooperation which is 
in the air. At no time was it ever so 
important that this spirit be fostered 
than at this present moment. 


ee @ 
HE Convention crowd can be 
assured that the stay in Des 


Moines will be enjoyable. While the 
city, of course, does not have the 
dimensions of a major metropolis, it 
does have attractions to keep one in- 
terested and entertained. Des Moines 


is proud of its history and its ac 
complishments and may be depended 
upon to see that the mutual delegates 
are excellently taken care of. 
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The city is in the heart of the pros- 
perous state of Iowa which, by the 
way, ranks first of all the states in 
value of farms, value of live stock 
on farms, value of eggs produced, 
value of chickens produced, number 
of horses, corn harvested, oats har- 
vested, total value of farm property 
and in percentage of farm land im- 
proved. The population is largely 
native born and the percentage of 
literacy is 99.54 percent, a figure 
which would be hard for any state 
to surpass. There are nearly 170,000 
people in the greater Des Moines area 
and the city itself occupies over 
fifty-five square miles. There are 
nine hundred acres in city parks and 
a feature of the location is the Des 
Moines River, which flows through 
practically the center of the city and 
is counted a great scenic, as well as 
commercial, asset. Visitors may 
have a choice of many hotels. The 
‘ort Des Moines is to be the head- 
quarters of the Convention but it is 
expected that the nearby Savery, the 
Kirkwood, the Brown, the Chamber- 
lain, the Franklin, the Randolph will 
be well filled with mutual guests. 


Those who like to look around a 
bit will find one of the most attrac- 
tive of residential sections, with here 
and there a home of palatial size and 
landscaping. Des Moines has done 
a unique thing in transforming its 
water works into a handsome park 
with lagoons, flower gardens, foun- 
tains, fishing ponds and buildings of 
quite unpisual architecture. Close at 
hand is the city’s new municipal air- 
port where the large transport planes 
may be seen arriving and departing 
in the course of transcontinental 
flights at frequent intervals. There 
is practically no city in the United 
States more distant from Des Moines 
than fourteen hours by airplane, and 
there is overnight service from points 
as distant as 2,000 miles. 

Those who may wish to travel to the 
Convention city in this ultra modern 
way will be interested in the follow- 
ing schedule: From Boston, 10% 
hours; from New York, 73% hours; 
from Philadelphia, 1034 hours; from 
Washington, 10 hours; from Cleve- 
land, 434 hours; from Detroit, 5% 
hours; from Chicago, 2% hours; 
from Louisville, 614 hours; from 
Miami, 134 hours; from Denver, 6 
hours; from Salt Lake City, 6% 
hours; from Los Angeles, 11 hours; 
from San Francisco, 11 hours; from 
Portland, 1154 hours; from Seattle, 
13% hours. 


The stately capital building crowns 
a hill in the eastern section and is 
surrounded by a large park. Besides 
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containing the Senate and Assembly 
Chambers, there is a display of val- 
uable paintings and interesting his- 
torical items, the latter being sup- 
plemented by a larger collection in a 
building near by. Visitors are wel- 
come to view two modern radio sta- 
tions in action and it is likely that 
special programs will be put on at 
WHO and WOC for the benefit of 
the mutual folks who would like to 
see how the radio stars go on the air. 
Then there is one of the finest vet- 
erans’ hospitals in the United States 
in a splendid group of buildings in a 
beautifully wooded tract in the north- 
ern part of the city. The campus of 
the Drake University, which is ac- 
corded very high standing among the 
educational institutions of America, 
is at 25th and University Avenue. 
Few, if any, agricultural expositions 
in the world approach the magnitude 
of the Iowa State Fair Grounds, 
which is exceptionally well equipped 
and carefully planned. 


ITHIN thirty-five or forty 

minutes’ drive on good roads 
is the great Iowa State College at 
Ames universally recognized as 
among the outstanding institutions of 
its kind in the nation. It specializes 
in agricultural courses and its activ- 
ities have meant much in building up 
the farming industry of the state. A 
particular element of pride at the 
college is the work of the chemistry 
department which, among other 
things, has made it practical to pro- 
duce wall board from corn stalks, 
billiard balls from corn cobs, silk 
shirts from corn stalks, and any num- 
ber of other interesting and useful 
articles of commerce. Within an even 
shorter distance is the Simpson Col- 
lege at Indianola, also the beautiful 
Walnut Wood State Park where wal- 
nut trees of a size and quality seldom 
seen elsewhere occupy a great tract, 
and in another direction is the Ledges 
State Park, the beauty of which is en- 
hanced by the Des Moines River and 
the whole area providing an outdoor 
museum of native flora, fauna and 
geological formations. Those inter- 
ested in military matters should not 
fail to visit Camp Dodge, which is 
a very picturesque spot and gives one 
an idea of how Iowa is well prepared 
to keep law and order through the 
training of its militia at this efficient 
establishment. 


Two of the most widely circulated 
magazines in America, Successful 
Farming and Better Homes and Gar- 
dens, are published in Des Moines; 
in fact the printing industry of the 
city is such that, although the area 


ranks forty-seventh in population, its 
post office is twenty-fifth in postal 
receipts. Per capita, Des Moines 
ranks second in this respect in the 
United States. Only New York, Chi- 
cago, Philadelphia and Washington 
surpass the city in second-class postal 
business done. 


HILE we are considering the 

business of the Convention 
city, it should be noted that Iowa 
has 184 mutual fire insurance com- 
panies licensed and the home offices 
of many of these, together with wind- 
storm and hail companies, are located 
in and around Des Moines. The fire 
companies alone had more than three 
and one-half billion dollars worth of 
insurance in force in Iowa at the 
close of 1933 and the premiums 
amounted to nearly eight million dol- 
lars. Assets of the same companies 
exceeded ten million ‘dollars and their 
combined surplus was nearly six mil- 
lion dollars. 


Specifically, the City of Des Moines 
employs more than three thousand 
people directly in the forty-seven 
home insurance companies (of all 
kinds) and one hundred branch com- 
panies and agencies within its bor- 
ders. The home companies have a 
total annual income over one hundred 
million dollars. This circumstance 
will also serve to make the atmosphere 
of Des Moines congenial to mutual 
insurance people. In this connection 
it may further be said that a consider- 
able amount of the underwriting ac- 
tivity of the city is in the life field. 

While the sessions of the Conven- 
tion will not begin until well along in- 
to Monday, October 7th, a great many 
of the delegates are planning to ar- 
rive on the day before. Particularly 
the managers of companies are ex- 
pected to come early for various pre- 
liminary meetings and to meet with 
the local committees. The Federation 
meetings, as such, will not be in 
progress until Tuesday, in deference 
to the Golf Tournament, which is to 
take up most of the time on Monday. 
This event is to be hotly contested 
because of the several trophies that 
may pass into permanent ownership 
if the present holders can win this 
year. Thus some super-golf is prom- 
ised and it may be that a considerable 
gallery will follow the final matches. 

The ladies will be here, there and 
everywhere on entertainment bent, 
since a program such as seldom has 
been provided will keep the wives and 
daughters socially busy at meetings, 
teas, trips and various parties 
throughout the four days. There will 

(Continued on Page 23) 
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THE CASE FOR 
COMPREHENSIVE 


POLICIES 


Excerpts from An Address Delivered Before the 
Recent Mutual Underwriters Conference 


By J. J. FITZGERALD 
SECRETARY GRAIN DEALERS NATIONAL 
MUTUAL FIRE INSURANCE COMPANY 

ANY, many years ago I read 

a newspaper account of a 

banquet that had been held 
in a small Michigan town which con- 
tained the statement that Professor 
Thompson of the local high school 
delivered a very learned and scholar- 
ly ten-minute address in which he 
traced history from the earliest stages 
to the present day. I often wonder 
just what the professor said; and 
especially at this time when I find 
myself very much in his position, as 
I am given just about the same, length 
of time to discuss a subject that 
would probably take two or three 
days. But, even so, within the 30 
minutes allotted to me, we must lay 
a foundation, because the comprehen- 
sive policy that we are using today 
is based upon all policies that pre- 
ceded it. 

Now, inasmuch as the tiine is short, 
we will cut out the Code of Ham- 
murabi and the Assyrian Communes, 
the Mediaeval Guilds, Count Von 
Oldenburg and all the others who had 
anything to do with the formation 
of early policies, and stop for a mo- 
ment at the London Fire of 1666 and 
look in at the office of Nicholas 
Barton, the gentleman who started 
a private insurance company for in- 
suring dwelling houses. Remember, 
insurance started with dwellings. 

After Nicholas had been in busi- 
ness a few years, another gentleman 
came along and offered to write con- 
tents. And insurance men in those 
days, like insurance men in these, 
immediately jumped all over him and 
said, “What is wrong with that fel- 
low? We cannot write the contents 
of dwellings; neither can he.” 

You know, in looking over the 
world generally, and insurance men 
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A Conspicuous Example of the Comprehensive Policy was the Coverage 
of Ships and Cargoes in Sailing-Vessel Days 


in particular, I am a firm. believer in 
the doctrine that man was created 
out of clay; as he grows old, his 
head either gets hard or cracks. 

Now, after a few years, insurance 
on contents became a staple product. 
The Fire Marks used in early Eng- 
lish days were made to designate 
either building or contents. The two 
hand clasp designated the building 
and the four hand clasp called “ride 
the lady to London” or something 
like that, the contents. When the 
Philadelphia Contributionship began 
business, it adopted the four hand 
mark regardless of its significance— 
probably by that time the novelty of 
insurance on contents had worn off. 

But the beginning of the compre- 
hensive policy was the day the fellow 
jumped over the rail and said, “We 
are going to take on the contents of 
the building as well as the building 
itself, whether the old timers like it 
or not.” 

eee 


N 1744 we got what was called 
the Amsterdam policy. It was 
based upon the marine contract of 
the day; and if you want to read a 
really comprehensive policy, read 
that. We think we have got some- 


thing today, but that contract had no 
exceptions. The insured didn’t even 
have to prove his value in case of 
loss, the policy stating that he doesn’t 
know and he can’t find out. “All he 
has to do is to present the policy to 
us, give some proof that a fire has 
occurred, and his money is here.” 

That ,policy was never adopted in 
this country except for a short period 
in Hartford where the Dutch had 
settled. 

We go back to the English policy 
of 1787. The original contract had 
very few exceptions in it, but we 
took care of that in short order. In 
those days, most of the commercial 
pursuits were carried on in dwellings. 
The butcher, the baker, the candle 
stick maker, plied their trades at 
home and as fires began to occur 
from hot grease and such, we began 
to place exceptions in the policy. We 
also began to build on the 1787 docu- 
ment as we progressed in knowledge. 

Coming to Philadelphia with the 
Contributionship—you all know the 
old story, after three or four years 
it refused to carry a dwelling with 
shade trees in front of it because in 
winter the trees got very dry and 
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spread fire, and in summer the green 
trees retarded the fire fighters. 


But another heretic came along and 
said, “Well, now, we have shade trees 
in front of many of our houses and 
we have an idea they are not such 
bad risks.” So he started a new 
company popularly called the “Green 
Tree Mutual.” And, as always in 
our business, five or six years after- 
wards the board of directors of the 
Philadelphia Contributionship met 
and said to themselves, “Well, now, 
these other fellows are doing it— 
we'll do it, too.” So they began to 
take on houses that had trees in front 
of them and the world moved on. 

In that way the policy has been 
built up. The dissenters think it can 
be done and they go ahead and try 
it. 

e®e @ 

[RE insurance at that time, as 

you know, was localized in Phil- 
adelphia and New York and Boston 
and Hartford, and each of the groups 
began to build its own policy, based 
on local conditions. In general, the 
policies were pretty much alike, but 
naturally being insurance men they 
had to get a Philadelphia condition 
in and a Boston condition and a New 
York condition. But the whole busi- 
ness was in a state of transition; we 
were going from wood to coal; 
matches were replacing the flint and 
steel; gas lights were being intro- 
duced. There was much concern 
about that method of lighting, but 
strange to relate, no exceptions were 
made in the policy. [Tires were oc- 
curring frequently, especially on the 
water fronts of Philadelphia, Boston 
and New York. Gunpowder was 
stored. A fire in Philadelphia that 
cost the companies two or three 
hundred thousands dollars was pre- 
sumed to have been caused by salt- 
petre, and the wags went around 
shaking their heads and asking: “Can 
saltpetre explode?” Of course, the 
inference was plain—they had _ in- 
cendiary fires in those days, too. 
Finally somebody made experiments 
with saltpetre and found out that it 
could explode under certain condi- 
tions, 

But the exceptions that we have 
in our policies today—benzene, ben- 
zol, fireworks, Greek fire and all that 

-came down from an early day be- 
cause every time a fire occured that 
couldn’t be explained, it called for 
another “except.” 

Those of you who read the “Mu- 
tual Forum” probably got as much 
enjoyment as I did out of the article 
that appeared a short while ago on 
Greek Fire. I always thought that 
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it had something to do with fireworks, 
but the gentleman who wrote the 
article said the secret of Greek fire 
had been lost for 500 years, and he 
hesitated to say where. 

The underwriters of those days, 
like the underwriters of today, were 
in a state of apprehension. Some 
wrote freely; others handled nothing 
but mercantile and dwellings. Some 
appointed agents; others looked ask- 
ance at such methods. 

A letter of the day complained 
that a certain company domiciled in 
Hartford was cutting rates. And 
there was talk about mutual com- 
petition. But the business was young, 
the companies just didn’t know where 
they were at, and you can readily 
understand why all of these excep- 
tions went into the fire policy. But 
again it was those who went out and 
wrote freely of special hazards, who 
took on the butcher, the baker, and 
all the others, who really developed 
the insurance business as we know it. 

ee ®@ 


ONNECTICUT was the first 
C state in the Union to adopt a 
standard policy, about 1860, I be- 
lieve; but it was not obligatory on 
the part of the companies to use it. 

Good old Massachusetts adopted a 
policy, along about 1857, that they 
are still using. I sometimes wonder, 
when we are arguing over insurance 
questions, just why we are so con- 
cerned when here is a fire insurance 
policy that came into being in 1857 
and has had very few changes since 
that time. Minnesota has virtually 
the same policy, and so has Maine. 
Now, with all the other policies that 
we developed, how we have been able 
to go along and work under the 
Massachusetts policy is a mystery to 
me, except it be that good faith does 
prevail in the business and few of 
us read the policy after all. 

The National Board of Fire 
Underwriters, organized in 1862, 
brought out a standard policy in 
1867, in which they embodied all of 
the conditions and all of the excep- 
tions from the beginning. It is a 
lengthly document but it is the basis 
of the contract that we have at the 
present time. 

New York, in 1866, gave us the 
so-called “Standard Policy”—in effect, 
the National Board Policy. The 
Supreme Courts of the country 
knocked out so many of its condi- 
tions that a new and simpler contract 
was deemed essential to the welfare 
of the business, so in 1918 we got the 
Commissioner’s Policy, or more gen- 
erally the “New York Standard: Pol- 
icy.” That is the one we are working 


under today in many states. It still 
has many restrictions, as you know. 
Lightning, for instance, is not covered 
except under special endorsement— 
rather a silly condition when we make 
no charge for the Lightning coverage. 

Explosion under the old “Standard 
Policy” couldn’t be written at all. 
The inherent explosion clause legally 
can’t be attached to the old policy. 
The new policy, however, takes care 
of the situation by stating, “........ 
unless otherwise endorsed hereon,” 
which leaves it open to include ex- 
plosion if desired. 

Then, there is the “fall of building” 
clause, which has become very acute 
at the moment. To me, that is another 
one of the anachronisms that is go- 
ing out of the policy ere long. There 
is no more reason, in my opinion, why 
an insured should not be able to col- 
lect for a loss due to a fall of build- 
ing which he could not prevent, than 
for any other hazard. I wish I had 
time to stop and discuss this question, 
because I am quite in earnest about it. 


NE of the most important 

changes made in the “Standard 
Policy” was the introduction of the 
simple word “while.” Take your 
old policy and you will find that if 
a dwelling, say, is vacant a certain 
number of days, the policy is null 
and void. Well, of course, that was 
an unfair provision because a man 
might have taken out a five-year pol- 
icy and two weeks after the dwelling 
might have been vacant for thirty 
days. At the end of four years, if 
fire occurred, the adjuster finding out 
about this vacancy four years before, 
could say, “Why, back there you 
voided your policy; we don’t owe 
you any money.” And some adjusters 
used to do things like that. 

Likewise, if gasoline were kept on 
the premises, the policy was void. 
The insurer might have had gasoline 
on the premises the second day the 
policy was taken out but if the prop- 
erty burned on the 364th day, the ad- 
juster could say, “Well, you had some 
gasoline on the premises one day— 
we're out.” 

Michigan, back about forty years 
ago, kicked that condition in the head 
and said a policy couldn’t be forfeited 
unless the breach of condition caused 
the fire. In other words, if the fire 
was caused by the vacancy, well and 
good; but if the vacancy occurred 
ten months before the fire, there was 
no forfeiture. So when the new pol- 
icy was formed, the word “while” 
was introduced. Now we say—‘This 
policy shall be void while vacancy 











exists, or while gasoline is kept on 
the premises.” That was one of the 
early steps along the road of com- 
prehensiveness. The trend in recent 
years has been toward a broadening 
of the contract, simply because we 
couldn’t make a fifty-year old con- 
tract fit into modern conditions, and 
specially so with the courts always 
frowning upon forfeitures. 

The “Works and Material” clause 
was a long step in advance. We took 
about 15 endorsements off the policy 
and simply said any condition inci- 
dental to the business might be car- 
ried on. The courts had been say- 
ing that right along, but it took us a 
long time to get to it. 

And then we revised the Household 
Goods Form. I can remember when 
that Form enumerated everything 
that might be contained in a dwelling 
from baby shoes to articles of virtu, 
but now we just give a general cover- 


age and save ourselves a lot of 
trouble. 
Now, let us not forget that this 


modern age demands something more 
than fire and windstorm insurance. 
The trouble is that too many of us 
have been trained in the fire insurance 
business and we don’t know that 
other coverage exists when, as a mat- 
ter of fact, fire insurance is becoming 
a side line. 
ee @e ® 

HE Supplemental Contract, 

which has just been adopted in 
Western territory is our first big ap- 
proach toward a Comprehensive Pol- 


icy. There is no need of going into 
that, because you all know what it is. 
The “Mill Mutuals” have had this ex- 


tended coverage in their minds for a 
long time. 

Five or six years ago we were 
confronted with the problem of 
electrical fires. We have to deal with 
the electrical hazard very often be- 
cause most of the plants that we serv- 
ice are operated by electric power. 
For that reason you will find that the 
men of the “Mill Mutual” group 
know more about the electrical haz- 
ard, so far as it relates to mills and 
elevators, than any other group in 
the country. Motors were burning 
out quite frequently, and we were 
asked to pay the damage under the 
Fire Policy. So we took a’ step for- 
ward and issued a Supplemental Con- 
tract, to cover what we termed Elec- 
trical Breakdown—I suppose the first 
group of fire companies in the United 
States to grant such coverage. 
Sooner or later we are going to 
throw it in with the Fire Policy and 
forget it. 
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Early American Mutual Fire Insurance Companies Were Often Completely 


Devoid of Complicating Exclusions 


In addition we are offering the mill 
and elevator owner Fire and Light- 
ning, Riot and Civil Commotion, Ex- 


plosion, Aircraft Damage, Automo- 
bile and Truck Damage, Railroad 
Damage, Earthquake and Smoke 


Damage, all in one contract. 

In the Casualty field we were sell- 
ing a regular Public Liability Policy 
to our elevator men but we woke up 
one day to find that we were not cov- 
ering them for all the risks they as- 
sumed. For illustration, their con- 
tractual liability to the railroad. Here 
was a man who had signed a lease in 
which he obligated himself for bodily 


injuries, loss of life or damage to 
property and he wasn’t covered un- 
der his policy; in other words, we 
were not rendering the proper serv- 
ice. So we developed what is known 
as the “Preferred Mill and Elevator 
Policy” — a comprehensive Form. 
And let me pay tribute to the gentle- 
man next to me—(Mr. Gleason 
Allen). The policy was pretty much 
his work. 

The big thing in insurance today is 
Inland Marine coverage. That, more 
than anything, shows what we are 
coming to. Take the All-Risk Policy 





(Continued on Page 24) 
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Pointing the Way to Insurance Safety 


A Radio Address 


By LOUIS H. PINK 
SUPERINTENDENT OF INSURANCE 
STATE OF NEW YORK 


HERE are more roads than 

one to insurance safety. In the 

brief time allotted I can touch 
upon only a few of the important 
factors. 

Practically every person in the 
United States is directly interested 
in insurance—life, fire and automo- 
bile, workmen’s compensation or one 
uf the other numerous branches of 
the casualty and surety field. 

The most important road to safety 
is wise company management. It is 
largely the intelligent and forward 
looking control of our large life, fire 
and casualty companies which brought 
them safely through the depression. 
(ur insurance companies stand in a 
class with the mutual savings banks 
of the nation. They have won the 
confidence of the investing public and 
have proven their right to that con- 
fidence. In this respect they stand 
preeminent among the financial and 
social institutions of the country. 
This success is due largely to the fact 
that those in charge of the companies 
realize that they are not engaged in 
a purely private business but are 
trustees of public funds. 

The stability of the insurance in- 
stitution throughout the entire depres- 
sion has been noteworthy. Those 
branches of insurance which regard 
themselves as engaged in a semi- 
public business and as trustees of pub- 
lic funds, generally speaking, proved 
their merit through the panic years. 
The life and fire companies came 
through almost unscathed. While 
some casualty and surety companies 
failed, most of those which were 
taken over were relatively small and 
were handicapped by abnormal losses 
brought about by economic conditions 
of the last five years. The failure of 
a few of these companies may be 
attributed directly to faults of man- 
agement. 





T is only in the title and mort- 

gage field that the full force of 
the depression has been felt. The 
State has been obliged to take over 
twenty-four title and mortgage com- 
panies which carried on 90% of the 
business done by all of the com- 
panies of this group under the juris- 
diction of the department. These 
companies had been so universally 
successful in good times that ap- 
parently no one ever thought of pro- 


viding safeguards against a period of 
great depression. The heavy mortal- 
ity among mortgage companies was 
due not alone to weaknesses of man- 
agement but to the fact that the 
mortgage business is primarily in the 
nature of a business risk and is not 
founded upon a scientific or actuari- 
al basis. 


There is today abroad in the land 
a demand for larger participation in 
the insurance business on the part 
of government. In the light of our 
present knowledge this is an unfor- 
tunate tendency excepting where pri- 
vate enterprise cannot adequately 
perform a social function. There are 
some things that only government can 
do. Private enterprise never has and 
never will clear the slums of our 
cities. Government must do it. But 
private enterprise has proven that it 
can intelligently and successfully car- 
ry on the insurance business. The 
test of the last five years has not 
shaken the confidence of the public in 
the institution of insurance; on the 
contrary, insurance has come through 
the depression with enhanced pres- 
tige. Government has enough to do 
today without taking over the insur- 
ance business. Government insurance 
and state funds, while worthy of 
careful study and experimentation, 
are with appropriate exceptions, a 
doubtful road to insurance safety— 
one to be travelled with caution. 


The’ social security program which 
the government is trying to bring 
about, and with the purpose of which 
I am in entire accord, is not insur- 
ance in the sense in which I use it. 
While there is necessarily some over- 
lapping, there should be no conflict 
between the social security program 
and insurance as a private enterprise. 
Social security is not intended to dis- 
place insurance but rather to supple- 
ment it among those who are handi- 
capped or the victims of industry 
and unable to provide for themselves. 
The days of private initiative and 
individual thrift are not over. Gov- 
ernment will not take over insurance, 
as we know that term, if those in 
charge of the institution realize fully 
that the business is national in scope, 
of vital interest to every person in 
the country, and that they are guard- 
ians of the public welfare. There is 
danger of enlarged government par- 
ticipation only if private enterprise 


fails to meet the very large obliga- 
tions imposed in the conduct of this 
great business. 
eee 

NOTHER important road _ to 

safety is adequate state regula- 
tion of insurance. Companies own- 
ing approximately thirty-eight per 
cent of the insurance assets of the 
nation are domiciled in this state. 
Companies owning eighty-three per 
cent of the assets of the nation are 
authorized to do business here. Regu- 
lation in New York State is a serious 
business. We have a force of about 
one hundred forty experienced and 
trained civil service examiners who 
are constantly in the field making 
examinations of the companies. Some 
of our chief examiners and bureau 
heads have national reputations. 
These examinations are made by the 
department periodically, are carefully 
studied and any weaknesses or ir- 
regularities are brought to the atten- 
tion of the Superintendent and the 
Deputies so that they may be cor- 
rected. Our examination reports are 
all available to the Commissioners 
and Superintendents of Insurance of 
the forty-eight states. We are in con- 
stant communication with the Super- 
intendents of other states exchanging 
information and trying to make state 
regulation effective. In addition to 
this work, over two thousand com- 
plaints each year are investigated by 
our Complaint Bureau. Anyone who 
is perplexed and who believes he has 
a grievance is entitled to come di- 
rectly to the department with his 
problem. 

Some people seem to think that the 
fact that these companies are regu- 
lated and supervised by the State 
Insurance Department is a guarantee 
of safety. This is not so. The state 
cannot grade companies according to 
their merit. It can only say that this 
company is in such condition that it 
may lawfully do business, and that 
company is in such condition that it 
has to be prohibited. It is of great 
importance that the public exercise 
discrimination and care in the selec; 
tion of the companies with which it 
does its business. Regulation, how- 
ever adequate, will never take the 
place of careful selection. The public 
should choose those companies which 
have a reputation for progressive and 
honest management and for financial 
strength. 

The state regulates and supervises 
the insurance business only because 
it is “affected with a public interest.” 
One of the leading writers on the 
subject of insurance has explained 
this phrase by pointing out that in- 

(Continued on Page 23) 
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SOUND REASONS WHY 
MR. PIERCE’S LETTER IS UNSOUND 


ITH only this brief comment 
we publish below a letter re- 
cently written to a large New 
York Savings Bank, on the subject 
of Mutual Insurance by C. W. Pierce, 
vice-president “America Fore” Fire 
Companies. And farther on down 
the page will be found the reply of 
A. P. Lange, a buyer of insurance 
in major amounts in and around San 
Francisco, California. Mr. Lange’s 
rejoinder is of especial point because 
his views are those of an outsider 
having no connection with either stock 
or mutual companies. 
EptrortaL Note: The following is a 
reprint of the complete pamphlet issued 


by the “America Fore” which contained 
the text of Mr. Pierce’s letter: 


SOUND REASONS 


FOR 
STOCK COMPANY INSURANCE 

ECENTLY a large New York sav- 
ings bank held a meeting of their 
Finance Committee to consider the ad- 
visability of accepting mutual policies as 
loan collateral as well as for the protec- 
tion of their own property. To this meet- 
ing was invited Vice-President C. W. 
Pierce of the “America Fore” Fire Com- 
panies, to present the stock company angle, 
Following this meeting the Bank’s president 
requested Mr. Pierce to summarize his 
arguments in a letter for presentation to 
the Board of Directors. Because this 
letter contains many excellent foints it 
should be a valuable addition to the ma- 
terial already produced on this subject. 

We publish it herewith: 


S6 EAR Mr......: Your kind 

invitation to meet with your 
Finance Committee is appreciated, 
the subject for discussion being the 
propriety of a bank’s acceptance of 
mutual policies as collateral for loans 
which presumably constitute a mate- 
rial portion of the bank’s investment 
or for the protection of property 
owned by the bank. 

“This letter approaches the sub- 
ject from the angle of business 
policy and avoids a discussion of the 
many and conflicting legal decisions 
of various state and federal courts 
which nevertheless exist. 

“As the fundamental differences 
between the system of stock and 
mutual insurance are so well known 
to your Board, it would be presum- 
tuous to describe them at this time. 

“Tt is recognized that in divisions 
of the insurance business as in every 
business there are individual units 
which are conservatively and profit- 
ably managed in spite of the many 
pitfalls into which others less effi- 
ciently supervised may, easily be lost. 
However, it is understood that you 


are giving consideration to the prin- 
ciples involved in the problem and not 
to the investigation of specific com- 
panies or groups. 

“As many mutual representatives 
emphasize the legal assessment feature 
of their contracts as a factor of 
financial strength, it is in order to 
discuss various phases of the subject. 

“With mutual insurance there is a 
direct mutuality of interest between 
all policyholders who must share in 
the fortunes of a complicated busi- 
ness undertaking. The majority of 
mutual contracts contain a legal pro- 
vision for a limited assessment should 
additional funds be needed to meet 
unusual losses, claims or other con- 
tingencies. Experience indicates that 
it is practically impossible to collect 
assessments from all of the thousands 
of policyholders of any mutual com- 
pany. Should such a contingency 
arise, assessments used for the pay- 
ment of losses, claims or other in- 
debtedness, if settled in full, could 
not be distributed equably among all 
policyholders and this load would 
naturally fall upon those willing and 
able to pay. As indemnification in 
the event of loss or claim is the sole 
purpose of an insurance purchase, 
other things being equal, a mutual 
contract with an unlimited assessment 
provision would be preferable to one 
whose provision for assessment ts re- 
stricted. 
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IVIDENDS to mutual policy- 

holders are frequently called 
“savings.” In my opinion this is an 
incorrect assumption. Dividends can- 
not be guaranteed, but when earned 
are in reality the compensation to 
the policyholder for his share of his 
legally assumed risks in the business 
of insurance. It is important to note 
that the policyholder has no yard- 
stick by which to measure the dollars 
and cents value of the risks of his 
voluntary undertaking. This factor 
cannot be correctly appraised without 
full knowledge not only of the in- 
vestment program of the company. 
but of the underwriting policy as well, 
a factor which cannot be accurately 
measured from any financial state- 
ment. The classes of risks accepted, 
outstanding liability subject to sweep- 
ing losses or claims, the reliability of 
the companies in which re-insurance 
is placed and other underwriting 


practices are known only to the ex- 
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ecutives of the company and to its 
underwriters. Conservative under- 
writing policies which may have 
justified the payment of dividends 
over a period of years may be aban- 
doned without notice and without the 
knowledge of a majority of the 
policyholders. 

“To illustrate what may happen in 
the field of underwriting, reference 
is made to the experience of a 
prominent group of conservatively 
and well-managed mutual fire com- 
panies which some years ago sus- 
tained the loss of a single large risk 
as the direct result of a dwelling- 
house conflagration in a small city. 
This single experience increased the 
losses for the year of the heavily in- 


terested companies by about six 
times their five-year average. Since 
that unfortunate experience, the 


group has been reasonably free from 
unusual catastrophes, but the com- 
panies now have outstanding liability 
in many centres and at many points 
where they are exposed to a repetition 
of the disaster. 


sc J T IS important to note that with 
certain classes of casualty insur- 
ance large legal claims resulting from 
accidents may be filed and payment 
required years after their occurrence. 
This should be of vital interest to 
every casualty mutual policyholder. 
Fire losses can usually be settled 
promptly, as they involve known 
values in physical property destroyed. 
“Most mutual policies are written 
at and delivered from the home or 
branch office of the company. This 
so-called system of ‘direct writing’ 
entirely eliminates the service of a 
qualified agent. The issuing of im- 
portant contracts of indemnity is 
serious business and carries with it 
a definite responsibility which rests 
largely upon the shoulders of the 
trained agent. Competent agency 
service has a direct money value to 
the policyholder. The insurance com- 
pany whose contracts protect the 
policyholder may properly be called 
the foundation of the insurance arch, 
and the services of a qualified agent 
may well be described as its key- 
stone. Both are essential to a bal- 
anced program. The agent chosen 
by the assured must assume full re- 
sponsibility for the correct handling 
of all classes of insurance required, 
and the responsibility for this im- 
portant work should be definitely 
fixed with one party. 
“There are many national services 
maintained by the stock insurance 
companies which directly benefit the 
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public, regarding which little is known 
by the average business man but 
which merits his careful considera- 
tion. 

“It is important to note that, 
generally speaking, rate-making bu- 
reaus which, through the application 
of carefully designed schedules, de- 
velop the basic rates upon which 
stock and most mutual insurance is 
written, are mainly supported and 
managed by the stock insurance 
companies. These services are es- 
sential to the successful operation of 
the insurance business, as they tend 
to preserve the security of the carrier 
—a matter of great importance to the 
public but which is little appreciated 
by most purchasers of contracts. 


-_~° discussion of the valuable 
nation-wide public service of 
stock insurance to business would be 
complete without mention of the 
National Board of Fire Underwriters, 
whose constructive engineering work, 
fire department activities, the detec- 
tion and suppression of arson, fire 
protection work, model building 
codes and other national services 
make an outstanding contribution to 
the public welfare. Mention is also 
made of the Bureau of Casualty & 
Surety Underwriters, whose activities 
include the detection and suppression 
of criminal rings, organized to secure 
insurance money under false pre- 
tenses, accident preventive and high- 
way safety work. These organized 
activities and many others are en- 
tirely supported by the stock insur- 
ance business. As all business profits 
directly or indirectly by these stock 
company activities, they merit the 
support of the buying public. 

“It is my studied opinion that many 
insurance buyers who accept mutual 
contracts are influenced in their de- 
cision solely by the expectation of a 
dividend of a few premium dollars 
and overlook the broader aspects of 
their insurance requirements. As in- 
dividuals, they frequently fail to real- 
ize the fact that the correctly written 
contracts which they hold may alone 
stand between their solvency and 
their bankruptcy. 

“Tt might be argued that a savings 
bank organized on a mutual basis 
should support mutual principles in 
other lines of business. A moment’s 
reflection will develop the fallacies of 
such an argument. Deposits in a 
mutual savings bank are in the 
nature of trust funds and their in- 
vestment policy is rigidly restricted 
by laws applicable to such invest- 
ments. Safety of principal is of pri- 
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mary consideration. The bank ts liable 
to depositors only to the amount of 
their deposits. On the other hand, a 
mutual insurance company under- 
takes to insure against uncertain 
losses which may be limited only by 
the aggregate amounts of the policies 
issued, and the company may become 
liable to one or more individuals for 
many times the amounts received 
from such individuals. 


sé BANK which adopts the prac- 
tice of many well-known 
banks in accepting only contracts of 
strong Stock companies, not only 
avoids possible involvement of tts 
funds in the risks of the insurance 
business but can, with consistency, 
more readily decline to accept con- 
tracts of various mutuals, reciprocals 
and interinsurers when offered as col- 
lateral for loans, thereby avoiding the 
obligation of difficult detailed analysis 
of issuing companies or associations. 
“With stock company insurance the 
risks of the business are assumed by 
the stockholders. The policyholders 
have no direct or indirect contingent 
liability, as is the case with mutual 
insurance. The cost to the policy- 
holder is fixed in advance. As the 
function of a bank is that of a trustee 
for the funds of others, it is my 
opinion that stock insurance exactly 
fits its insurance requirements.” 


MR. LANGE REPLIES 
Copyright 1935 by A. P. LANGE 
Reprinted by Permission 
EDITORIAL NOTE: In his foreword Mr. 
Lange has the following to say in part; 
“In utter disregard of his own 

statement, 

‘It is not in the general interest of the in- 
surance business that much propaganda 
emanating from both mutual and stock 
sources is maccurate and cheap, at times 
savoring of muckraking in attempts to 
discredit responsible and honest carriers. 
Much of the material can have no other 
effect than to weaken the confidence of the 
public in the great business of insurance, 
to say nothing of the loss of prestige to 
the mutual or stock company groups which 
release that class of publicity,’ Mr. C. W. 
Pierce recently addressed an open letter 
which the ‘America Fore’ Group has 
broadcast throughout the country. 

“In this letter Mr. Pierce undertakes to 
undermine confidence in all classes of non- 
stock insurance carriers in all fields—fire, 
casualty and surety. Going further, Mr. 
Pierce indicts the intelligence of insurance 
buyers in selection of their insurance car- 
riers. 

“Mr. Pierce’s attack follows a series of 
similar attacks made in the past and may 
be regarded as the climax of his efforts. 

EDITORIAL NOTE: It is further explained 
in the foreword that Mr. Lange feels a 
challenge has been made to his ability as 
an insurance buyer and to his loyalty to 
the best interests of his principals, by Mr. 
Pierce’s letter. 


The body of Mr. Lange’s letter 

is printed below.) 
e@ee 
rT: EAR Mr. Pierce: Thank you 
very much for sending me, 
in response to my recent request, the 
pamphlet distributed by your com- 
panies, broadcasting ‘A letter to a 
large New York City bank which 
summarizes reasons why banks should 
insure in strong stock companies, by 
C. W. Pierce.’ 
Justification for Rejoinder 

“Since the letter is patently in- 
tended to cause banks and other finan- 
cial institutions to refuse policies is- 
sued to borrowers by mutual carriers, 
which is detrimental to our interests, 
and is a criticism of Insurance Buyers 
who place business of their principals 
in such mutual carriers, I feel justified 
in addressing this open letter to you. 

“You will note that in preparing 
this letter I have followed the exact 
order in which the various points 
raised by you are set forth in your 
letter. You will also note that in pub- 
lishing my letter I am reproducing 
in full the pamphlet you sent me, 
thereby affording readers an oppor- 
tunity of weighing the arguments pre- 
sented by each of us. 


Meeting Assessment Obligations 

“No doubt you are familiar with 
the rehabilitation of the Consolidated 
Taxpayers’ Mutual Insurance Co. and 
the manner in which the policyholders 
met their assessment obligation. I 
quote from report of Hon. Louis H. 
Pink, Superintendent of the New 
York Insurance Department, as _ re- 
ported in the New York Journal of 
Commerce of August 12, 1935: 

‘The order of rehabilitation was 
based upon an impairment in the 
assets of the company in the amount 
of $49,335. Superintendent Pink’s 
report submitted to the court in sup- 
port of his application to turn the 
company back to its directors and of- 
ficers disclosed that by virtue of as- 
sessment proceedings against the 
members and policyholders conducted 
by the Rehabilitator, the sum of $132,- 
343 was collected in cash and that the 
impairment was not only entirely re- 
moved, but a surplus of. $49,521 
created.’ 

Assessments Compared With 
Savings and Losses 

“Disregarding the fact that in many 
instances mutual policies are not sub 
ject to assessment and conceding that 
the interests of loss claimants might 
be better conserved if there were no 
restrictions on assessments, the stub- 
born fact remains that assessments by 
mutual companies such as the salaried 
or other well-informed insurance 
buyer selects, have been either nil or 
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infinitesimal compared with (a) the 
savings effected through insuring in 
mutuals or (b) with the losses sus- 
tained by claimants under policies is- 
sued by stock companies rated by 
authorities as ‘strong.’ 

Principle of Unlimited Assessment 

Liability Extended 

“May I state here, parenthetically, 
that if the principle of unlimited as- 
sessment is sound in the case of a 
mutual insurance company, it is 
equally sound in the case of stock- 
holders’ liability in those states which 
make the stockholders of a bank or 
of an insurance company liable to a 
limited assessment. 

System of Adjusting Cost When 
Ascertained 

“It is conceded that the refunds 
paid the holders of mutual policies 
are, in many cases, ‘the compensation 
of the policyholder for his share of 
his legally assumed risks in the busi- 
ness of insurance.’ In return for 
the practical certainty of paying less 
for protection, the cost of which can- 
not be determined in advance, he runs 
the risk of paying more. Life in- 
surance rates are based on this same 
principle. Flat, or non-participating 
rates, are lower than participating 
rates at the inception of the contracts. 
Experience proves that the cost under 
participating policies is lower than 
that under flat or non-participating 
policies. The Continental operated on 
the same plan for many years. Policies 
at full rates were subject to dividends 
or ‘savings’; policies at less than full 
rates enjoyed no such privilege. 

The Insurance Yard-Stick 

“The policyholder has no yard-stick 
by which to measure the dollars and 
cents value of the risks of his volun- 
tary undertaking. Stock insurance 
companies claim to have such a yard- 
stick. It is very well described by 
Mr. E. G. Richards, former President 
of the National Board of Fire Under- 
writers and for many years United 
States Manager of the North British 
& Mercantile Insurance Company. | 
quote from The Experience Grading 
and Rating Schedule of which he is 
the author: 

‘It is frequently claimed for the 
rating schedule of the present day that 
it is a standard of measurement analo- 
gous to a yard-stick or tape-measure. 

‘Schedules, it is true, have been 
divided and subdivided into many 
parts with the purpose of making the 
analyses of supposed fire hazards very 
thorough and giving to each a definite 
recognition in the estimated charges, 
but no proof can be given that these 
hazards have any known or obtainable 
experience cost or that the final rate 
is correct or even reasonably so.’ 
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The Cut-Rate Paradox 

“It is the absence of an accurate 
yard-stick which produces the para- 
dox that many so-called cut-rate com- 
panies obtain better average rates, as 
reflected in their loss ratios, than the 
‘organization’ companies. By de- 
clining risks rated too low and re- 
ducing the rates, through dividends 
or otherwise, on risks rated too high, 
the well-managed non-tariff company 
obtains a higher average rate than its 
orthodox competitor. 

Conflagration Liability 

‘The . . . outstanding liability sub- 
ject to sweeping losses or claims. . . 
is known only to the executives of 
the company and to its underwriters.’ 

“In June, 1932, | addressed letters 
to all insurance carriers, stock and 
non-stock, with whom | had placed the 
business of my principals, asking that 
they furnish ‘a statement of your con- 
flagration liability, gross and net, in 
the congested value section, as fixed 
by the National Board, in the 15 
largest cities of the United States.’ 

“Except in the cases of the Re- 
ciprocals (at that time we carried no 
insurance in any Mutual) it was im- 
possible to obtain a categorical reply. 
Some ignored the question altogether ; 
others answered evasively ; some said 
the information was not available ; 
one candidly stated ‘This information 
is not generally divulged to the public.’ 

Again, an officer of a large fleet of 
companies wrote me under date of 
March 11, 1933: 

‘What do you think would be the 
answer of a million dollar property 
owner in the Los Angeles area if 
today he were offered the choice of 
insuring his property against fire and 
earthquake, sprinkler leakage and so 
Fey BPA MES och chis sais eipngions et onere a (his 
leading Company) or in one of the 
jbeme eee anes Reciprocal Exchanges.’ 

“To this I replied: 

‘If we were in the market for 
earthquake insurance we would not 
hesitate one minute in placing it with 
CNG i wsn a a siemeacs Exchanges, because 
we would be able to ascertain just 
how much liability the.......... Ex- 
changes carry within an area equal 
to that damaged by any earthquake 
which has ever occurred in California. 
Whether or not we could get such in- 
formation as to any stock company, 
you are in better position to say than 
I, but this much [ am in position to 
say to you: 

‘You will recall that a certain large 
American Board company cancelled 
earthquake insurance on building of 
Sie weced at........some time about 
1927, pleading in justification of so 
doing that the Company had assumed 
so much earthquake liability in Cal- 
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ifornia that it could not pay 10c on 
the dollar in case of an earthquake in 
Los Angeles or San Francisco of the 
magnitude of the Santa Barbara 
quake of 1925. 

‘What was the maximum earth- 
quake liability ever assumed by the. . 
(his leading Company) in the Los 
Angeles District and its Policyholders’ 
Surplus at that time?’ 

“Although we then carried ap- 
proximately one-third of all our fire 
insurance in that officer’s companies, 
no reply to my letter has ever reached 
me. 

Deferred Casualty Claims 

“No competent Insurance Buyer 
will challenge the soundness of your 
contention that ‘with certain classes 
of casualty insurance large legal 
claims resulting from accidents may 
be filed and payment required years 
after their occurrence.’ This is, in- 
deed, ‘of vital interest to every 
casualty mutual policyholder.’ In my 
own case, it was the motivating rea- 
son for transferring ‘certain classes 
of casualty insurance’ from stock to 


mutual companies, after witnessing 
the collapse of such stock casualty 


companies as the Southern Surety, 

National Surety, Union Indemnity 

and General Indemnity Corporation. 
Service to Policy-Holders 

“I cannot see that it is a matter of 
consequence where a policy is written. 
The important point is to have the 
policy written correctly, to accom- 
plish which many stock insurance 
companies issue them at the home 
office or some branch. 

“The same statement applies to 
service in connection with matters 
growing out of and based on the 
policy. Again, the important point to 
the policyholder is to secure such 
service, in which particular the 


branch or department manager of a | 


mutual company appears to me to be 
more competent (perhaps because al- 
lowed more latitude) than the great 
majority of locaf agents or other 
representatives of stock companies. 
Discriminatory Basic Rate Schedules 
“Tt is impossible, in view of the fact 
that certain classes in certain sections 
have, over a long period of years, been 
consistently over-rated, while other 
classes in other sections have been 
consistently under-rated, to concede 
that there is any such thing as ‘the 
application of carefully designed sche- 
dules,’ which ‘develop the basic rates.’ 
“High loss ratios, over a long 
period of years on certain classes or in 
certain states, are cited by the insur- 
ance companies as a justification for 
advancing rates. Low loss ratios, dur- 
ing the same years, on other classes 
or in other states, are cited by the in- 
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suring public as a justification for re- 
ducing rates. No fault may properly 
be found with either contention, but 
only with ‘carefully designed sche- 
dules’ which produce these discrim- 
inations. 


Following a Bad Example 


“It is true that most mutual and 
reciprocal insurance is written on the 
basis of these same discriminatory 
and faulty rates, and efforts are being 
made by prominent Insurance Buyers 
to bring about a change in this unfair 
practice. I hazard the prediction that 
these efforts will succeed in the not 
distant future. 


An Unappreciated Service 

“Can you wonder, then, that this 
service ‘is little appreciated by most 
purchasers of insurance contracts,’ 
especially those who are the victims 
of the faulty system? 

Services to the Public 

“IT approach the matter of services 
rendered by stock companies in fire 
prevention, suppression of arson and 
the detection of criminal rings with 
great hesitancy. I honor the men 
conscientiously performing these du- 
ties. I regret, however, to note that 
in many instances they are public 
servants paid by stock insurance com- 
pany organizations and therefore un- 
able to discharge their duties con- 
scientiously for fear of ottending 
those from whom they receive their 
livelihood. 

A Wrong Principle 

“I believe you will agree with me 
that it is wrong in principle to allow 
private interests to pay the salary of 
a public official. 


An Unsubstantiated Claim of Service 
to the Public 

“Specific reference is made by you 
to the activity of the National Board 
of Fire Underwriters in the detection 
and suppression of arson. Follow- 
ing widespread publication of its ac- 
tivities in this matter, I undertook to 
secure certain data from the Cali- 
fornia State Prison authorities, the 
Meridian (Miss.) Star, which had 
featured this activity, the National 
Board of Fire Underwriters and Mr. 
George 3. Akin, Tennessee Special 
Agent of the America Fore Group, 
who addressed the Tennessee Fire 
Prevention Association on this sub- 
ject at their annual meeting at Signal 
Mountain, Tennessee, June 19, 1935. 

“Mr. Howard Gardner, Historian 
California State Prison, replied fully 
and comprehensively. The data fur- 
nished by him may be summarized as 
follows: 
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California 
Total number of prisoners. .8,854 
Arsonists (all classes)...... 33 


“The Mississippi State Penitenti- 
ary also replied fully and compre- 
hensively as follows: 


Mississippi 
Total number of prisoners. .2,639 
Arsonists (all classes)...... 17 


“Supplementing the statistics for 
California, Mr. Gardner secured 
similar statistics concerning seven 
other states. Combining these with 
the California and the Mississippi 
statistics, there are at this time in 9 
states : 

Total number of prisoners. . 32,900 

Arsonists (all classes).... 215 

“In direct answer to my question, 
Mr. Gardner writes: 

‘Those individuals incarcerated in 
the state prisons for arson and re- 
lated crimes involving the destruction 
of property by fire form the smallest 
percentage of any crimes against 
property.’ 

“Mr. R. H. Price writes on this 
point as regards the Mississippi State 
Penitentiary : 

‘Our records do not reveal that any 
of the inmates were convicted of try- 
ing to defraud insurance companies 
other than by means of arson.’ 

“Repeated efforts to secure a reply 
from the National Board of Fire Un- 
derwriters and your Mr. Akin have 
proven futile. 

“T have intentionally made much of 
this failure to substantiate claim of 
service rendered to the public because 
[ think it is typical of a too common 
practice, 

An Indictment of Insurance Buyers 

“You say: 

‘It is my studied opinion that many 
insurance buyers who accept mutual 
contracts are influenced in their de- 
cision by the expectation of a dividend 
of a few premium dollars and over- 
look the broader aspects of their in- 
surance requirements. As individuals, 
they frequently fail to realize the 
fact that the correctly written con- 
tracts which they hold may alone 
stand between their solvency and their 
bankruptcy.’ 

“Every large buyer of insurance 
will take exception to this. You will 
recall statement made by Mr. J. A. 
Robinson, Department of Insurance 
Management, McKesson & Robbins, 
Bridgeport, Connecticut, at the re- 
cent convention of the A. M. A. at 
Atlantic City: 

‘Buyers want to hear less innuendo 
and mud-slinging by one school of in- 
surance practice against another. They 
welcome fair statements from each 
group but greatly resent having the 
finger of scorn pointed at them, with 


subtle aspersions cast upon their 
judgment, when they happen to make 
an insurance purchase outside the fold 
of the majority of insurance sellers.’ 

“In my own case this particular 
paragraph in your letter impelled me 
to write this comment, so keenly do 
I resent it. I repeat that I was in- 
fluenced in transferring business from 
stock to mutual companies by ob- 
serving, during the years of depres- 
sion, the collapse of so many stock 
companies, fire, casualty and life, pre- 
viously considered sound and under 
excellent management, without find- 
ing a single instance of such a failure 
(thereby paralleling the history of 
mutual savings banks during the same 
years) or the passing of a dividend on 
the part of a single mutual company 
credited by authorities as being 
worthy of confidence. 

“Nor may the rehabilitation pro- 
ceedings of the Consolidated Tax- 
payers” Mutual Insurance Co. insti- 
tuted a few months ago (heretofore 
referred to) be considered an excep- 
tion to the foregoing statement. 

Ex Parte vs. Bi Parte Insurance 

Contract 

“As to ‘correctly written con- 
tracts,’ volumes might be written, 
according to the meaning given to the 
word ‘correct. For the present 
suffice it to say that, in common with 
many others, I have been able to 
secure from non-Stock and a few 
high-grade stock non-Board insurance 
carriers, contracts exactly adapted to 
the needs of my principals, in place of 
the ex parte standard (stereotyped) 
forms made ‘mandatory’ by some 
Board, Bureau or Conference in a 
state where the only interference with 
intelligent differentiation in the draw- 
ing of an insurance contract is self- 
imposed by the companies. 

“Many of the contracts which I 
have been able to secure come within 
the category of contracts referred to 
by Mr. Robinson in the following 
language : 

‘Some forms of insurance desired 
by certain buyers and felt to serve 
their needs best are denounced and 
branded “socialistic” with sublime 
indifference to the actual application 
of terms.’ 

Limitation of Liability—Conservative 
Underwriting 

“Unquestionably ‘Safety of prin- 
cipal is of primary consideration’ in 
all financial transactions by savings 
banks and insurance companies alike. 

‘A mutual insurance company un- 
dertakes to insure against uncertain 
losses which may be limited only by 
the aggregate amounts of the policies 
issued, and the company may become 
liable to one or more individuals for 
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many times the amounts received 
from such individuals.’ This is 
equally true of stock insurance com- 
panies, as witness the story of the 
San Francisco conflagration of 1906. 


Disregarding Proven Facts 

“The adoption by a bank of a policy 
to accept, as collateral or otherwise, 
only contracts of strong, well-man- 
aged insurance companies is so wise 
as to permit of no argument. But any 
bank which believes that by closing 
its eyes to the proven fact, so well 
brought out in a recent editorial in 
the New York Journal of Commerce, 
that there are strong, well-managed 
non-stock insurance carriers, fully as 
dependable as their stock competitors, 
exhibits a lack of knowledge. 

Evading An Obligation 

“If such a rule is adopted so that 
the bank ‘can, with consistency, more 
readily decline to accept contracts of 
various mutuals, reciprocals and inter- 
insurers when offered as collateral for 
loans, thereby avoiding the obligation 
of difficult detailed analysis of issuing 
companies or associations,’ the bank 
fails in one of its principal duties to 
its clients—advice as to matters vital 
to their financial affairs. 


Stock Companies as Composing 
Non-Stock Carriers 


“Should the bank decide to adopt 
your suggestion are you in position 
to meet a suggestion made by the bank 
to the ‘America Fore’ and other stock 
insurance companies that they sell 
their holdings in corporations which 
insure in ‘various. mutuals, recipro- 
cals and interinsurers,’ thereby be- 
coming a part of these very institu- 
tions? For, of course, the policy- 
holders compose the mutuals, re- 
ciprocals and interinsurers, and the 
incorporated policy-holders are owned 
by their stockholders, many of whom, 
including the ‘America Fore’ group, 
are these same ‘strong stock com- 
panies’ to which you contend banks 
should limit their acceptances. 


Stock Company Policy-Holders’ 
Liability 

“You close your letter with the 
statement referring to stock com- 
panies: ‘The policy-holders have no 
direct or indirect contingent liability, 
as in the case with mutual insurance.’ 

“You are doubtless familiar with 
the failure of the Southern Surety 
Company. In the 75th New York 
report appears the statement that 
18,692 claims for unpaid losses have 
been filed against the Southern Surety. 
The aggregate of these is quoted as 
$112,857,985.00. Included in these 
are many claims for indemnification 
for liability for torts and for Work- 
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men’s Compensation benefits. Do you 
contend that holders of policies under 
which these 18,692 claims have been 
filed ‘have no direct or indirect con- 
tingent liability’? If so, how do you 
dispose of their liability (a) for torts 
for which they have been held liable 
and for the payment of which they 
thought they had been indemnified ; 
and (b), as employers, to their in- 
jured employees who are unable to 
secure from the Southern Surety 
payments due them under the Work- 
men’s Compensation law? 


“How do you answer Mr. John R. 
Blades’ statement as recorded on page 
23, Insurance Series No. 22, of the 
A. M. A.? 


‘Most employers insure their lia- 
bility to pay compensation in some 
private carrier. If the carrier fails, 
leaving compensation due employees 
unpaid, the employer must pay such 
claims direct out of his own funds.’ 


Weakening Public Confidence 

“Again quoting from the address 
of Mr. Robinson at the recent 
A. M. A. convention at Atlantic City, 
may I suggest that you appear to 
have fallen into the very pitfall 
against which you have warned 
others. You will recall that Mr. 
Robinson said: 


‘As buyers we can say “amen” to 
an admonition of Curtis W. Pierce, as 
follows: “It is not in the general in- 
terest of the insurance business that 
much propaganda emanating from 
both mutual and stock sources is in- 
accurate and cheap, at times savoring 
of muck-raking in attempts to dis- 
credit responsible and honest car- 
riers. Much of the material can have 
no other effect than to weaken the 
confidence of the public in the great 
business of insurance, to say nothing 
of the loss of prestige to the mutual 
or stock company groups which re- 
lease that class of publicity.” Such a 
statement is refreshing and wel- 
comed.’ 

Prestige Lost 


“Ts there not grave danger that your 
letter to the unnamed mutual savings 
bank, indicting the intelligence and 
judgment of insurance buyers may re- 
sult in ‘loss of prestige to the group 
releasing it,’ the America Fore Com- 
panies ? 

Conclusion 

“In conclusion and as proof that 
other Insurance Buyers share my 
views as expressed herein, I quote 
with permission from letter from Mr. 
V. W. Bergenthal under date of 
August 13, 1935: 

‘I don’t know of a single thing that 
the stock company can offer, either in 
protection or service, which is not 
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equaled or bettered by the good mu- 
tuals, and, furthermore, I believe that 
the history of these two kinds of com- 
panies will show that the mutuals 
have usually, if not always, led the 
way.’ 
Very truly yours, 
A. P. Lange” 








Rural Electrical Inspection 

IF ELECTRICAL INSPECTION IS NEC- 
ESSARY IN CITIES, IT SHOULD BE EVEN 
more necessary in rural and suburban 
communities where the work is sel- 
dom done by a competent electrician 
and there are practically no facilities 
for fire fighting in putting them out. 

Michigan is one of the leading 
states in farm electrification, having 
over 42,000 farm properties con- 
nected to high line service or about 
25% of the total farms in the state. 
As the larger part of the insurance 
on farm properties in Michigan is 
carried in farmers’ mutual fire in- 
surance companies, these companies 
have made efforts to combat the 
electrical fire hazard. The proposed 
expansion of rural electrification by 
loans from the Federal government 
made the need for some sort of 
electrical inspection service more ur- 
gent and at the instigation of these 
farm companies the 1935 legislature 
passed a state-wide electrical inspec- 
tion bill which became effective 
September 22nd, 1935. 

Credit for the passage of this legis- 
lation is due largely to the efforts of 
L. P. Dendel, Secretary-Treasurer 
of the State Association of Mutual 
Insurance Companies, of Lansing, 
Michigan, who convinced the legis- 
lators of the need of raising the 
standard of electric wiring. The abil- 
ity of Mr. Dendel was recognized by 
Governor Fitzgerald in appointing 
him a member of the Electrical Ad- 
ministrative Board to represent the 
underwriters. Other members of the 
five man board are James G. Spauld- 
ing, electrical contractor, Detroit; 
Albert A. Schramke, Chief Electrical 
Inspector, City of Saginaw; James 
Kelly, Jackson, representing the util- 
ity interests; and Lloyd Coons, of 
Detroit, representing the electrical 
workers. State Insurance Commis- 
sioner and Fire Marshal John C. 
Ketcham is an ex-officio member of 
this board. Mr. Dendel was elected 
chairman of the board at their first 
meeting. This board will have full 
charge of licensing electrical contrac- 
tors and journeymen, prescribing 
minimum standards for wiring rules 
and providing for the inspection of 
all new electric wiring installations. 
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California Supreme Court Decision on 
Constitutionality of Mutual Insurance 
on School Property 


(See Editorial Comment on Page Six) 


HE full text of the recent deci- 

sion of the California Supreme 
Court on the Constitutionality of mu- 
tual insurance on public property 
follows: 


FILED—SEPT. 3—1935. B. GRANT 
TA ry Cees, iii cccecvaervcdece 
S. F. Deputy. Sac. 4897. 

In Bank. J. H. MILLER, Plaintiff and 
Appellant. vs. F. H. JOHNSON, 
Auditor of the County of San Joaquin, 
W. C. Neumiller, Treasurer of the County 
of San Joaquin, EVAR A. TORNELL, 
A. W. HUTCHINSON, A. C. VAN DEN 
AKKER, JOHN R. WILLIAMS, and 
MRS. W. A. FARSCHON, Trustees of 
the Ripon Union High School District, 
and JOHN R. WILLIAMS, Superintend- 
ent of Schools, and FARMERS MU- 
TUAL PROTECTIVE FIRE INSUR- 
ANCE COMPANY of San _ Joaquin 
County (a corporation) Defendants and 
RKespondents. 

[his is an action by a taxpayer to en- 
join the defendants from paying an in- 
surance premium from county funds. The 
defendant trustees of Ripon Union High 
School District in 1933 took out a policy 
of fire insurance on school buildings in 
the Principal sum of $21,000, with the 
defendant Farmers Mutual Protective Fire 
Insurance Company of San _ Joaquin 
County, a mutual fire insurance company 
organized under the County Fire Insur- 
ance Company Act. (Stats. 1897, p. 439, 
as amended; Deering’s General Laws, 
1931, Act 3729; Deering’s 1933 Supple- 
ment, p. 1720). The complaint attacks 
this action as illegal. Defendants filed de- 
murrers, which were sustained without 
leave to amend, and plaintiff appealed. 
The question presented is whether a school 
district may in California insure school 
property in a mutual fire insurance com- 
pany organized under our laws. 

A mutual fire insurance company, under 
the above statute, may be organized by 
any number of persons not less than 
twenty-five, residing in any county and 
owning insurable property therein worth 
at least $50,000. Thereafter any person 
owning insurable property in the county 
or an adjoining county may become a 
member by insuring therein. Every mem- 
ber binds himself to pay his share of 
losses sustained by any other member. 
Where the policy is over $6,000, the com- 
pany must reinsure the excess amount with 
some other company, except where it has 
a certain large volume of insurance on 
its books, in which case the limit is pro- 
gressively increased. When a loss ex- 
ceeds cash on hand, the directors assess 
property of members in proportion te 
premiums. By amendment in 1933, assess- 
ments were limited to five times the 
amount of the premium, and this limita- 
tion clause is made a part of the standard 
policy. 

The first contention of appellant is that 
a school district is not a “person” within 
the meaning of the County Mutual Fire 
Insurance Act, and for this reason can- 
not be a member of a mutual insurance 
company. It is neither necessary nor de- 
sirable to review the numerous decisions 


which have held, under particular circum- 
stances, that a statute referring to “per- 
sons” applied to a school district or a 
municipal corporation. (See, for example, 
Skelly v. Westminster School Dist., 103 
Cal. 652; City of Sacramento v. Industrial 
Accident Commission, 74 Cal. App. 386; 
People v. City of Oakland, 92 Cal. 611; 
City of Pasadena v. Stimson, 91 Cal. 238). 
In the instant case, the problem is solved 
by section 6.2 of the School Code (Deer- 
ing’s General Laws, 1931, Act 7519) pro- 
viding that school trustees shall have 
power to insure property of their re- 
spective districts “in any mutual insurance 
company organized under the laws of this 
state.” Reading this in connection with 
the County Mutual Fire Insurance Act, 
and particularly section 8 thereof which 
provides for issuing policies on various 
types of property including “schoolhouses”, 
the legislative intention seems entirely 
clear. This was, indeed, recognized by 
this Court in People ex rel. Northwest 
Mutual Fire Ass'n. v. Stanley, 193 Cal. 
428. (See also Dalzell v. Bourbon County 
Board of Education (Ky.) 235 S. W. 360.) 

Appellant, however, contends that sec- 
tion 6.2 of the school Code is unconsti- 
tutional in purporting to authorize a poli- 
tical subdivision to become a stockholder 
in an insurance corporation, and to lend 
its credit to a corporation, in violation of 
Article IV, section 31, and Article XII, 
section 13, of the California constitution. 
We cannot agree with this view. The 
mutual fire insurance company issues no 
stock, and the position of a member is not 
analogous to that of a stockholder in an 
ordinary private corporation, As to the 
pledging of credit, this precise question 
has received the attention of a few courts, 
and an important distinction has been 
recognized. If the statute or policy sub- 
jects the political subdivision to a possible 
unlimited assessment to meet losses, it is 
objectionable under such _ constitutional 
provisions. (School Dist. v. Twin Falls 
County Mutual Fire Ins. Coy (Idaho) 164 
Pac. 1174). But where the assessments 
are limited, as here, to some such sum as 
five times the original premium, there is 
no pledging of credit by the political sub- 
division. It is simply an arrangement 
where there is a maximum contingent lia- 
bility by way of premium, but only one- 
fifth thereof need ordinarily be paid, and 
the balance is never collected unless some 
extraordinary losses occur. The lending 
of credit, if any, is by the insurance com- 
pany to the public body; and neither the 
letter nor the spirit of the constitution is 
violated by the transaction. In Downing v. 
School District (Pa.) 147 Atl. 239, the 
court distinguished the Idaho case of 
School Dist. v. Twin Falls County Mutual 
Fire Ins. Co., supra, and said: “Taking 
of insurance in a mutual company with 
limited liability is not within the inhibition, 
nor the district does not become strictly a 
stockholder, nor is it loaning its credit. 
It agrees to pay a fixed sum, and can be 
called upon for the total only in case of 
some unusual catastrophe causing great 
loss. Until this contingency arises it is 
required to advance but a small portion 
of the maximum, and is, in effect, loaned 





credit as to a possible future demand by 
the company for the balance which may 
become payable.” Leading text writers 
have aed the same conclusion, up- 
holding the validity of such insurance by 
school districts. (See 5 McQuillin, Muni- 
cipal Corporations (2d Ed.), sec. 2329; 3 
Dillon, Municipal Corporations (5th Ed.) 
sec. 976; 1 Cooley’s Briefs on Insurance, 
p. 104. 

The judgment is affirmed. 

We concur: 

Curtis, J.; Preston, J.; Waste, C.. J; 
Shenk, J.; Seawell, J.; Thompson, J.; 
Langdon, J. 


Rate Increase 

A GENERAL RATE INCREASE OF 314 
PER CENT IS IN STORE FOR MASS- 
achusetts’ motorists under the tenta- 
tive 1936 schedule of premium rates 
for coverage under the state’s com- 
pulsory law. The increase granted 
is substantially less than that asked 
for by the companies and Insurance 
Commissioner Francis J. DeCelles 
attributed to the elimination of the 
guest liability coverage the credit for 
the reduction. 

A significant change in the new set 
up is the reduction in the number of 
zones for passenger cars from 21 in 
1935 to 9 for 1936. Twenty zones 
were recommended by the companies. 
There are two sets of rates, the lower 
for W. & X, or light medium weight 
cars, and the other for Y. or heavier 
cars. Some changes may be made in 
the proposed rates after further con- 
sideration is given to them and the 
public reaction determined. 


Ketcham May Pass 


WITHOUT HANDING.DOWN AN OPIN- 
ION, THE MICHIGAN SUPREME COURT 
has refused to set aside Commissioner 
John C. Ketcham’s denial of a coun- 
selors’ license to a certain applicant 
in Detroit. The court disclaimed 
jurisdiction because the statute en- 
dows the Commissioner, specifically, 
with power to pass on qualifications 
of those who apply for licences. 

The effect of the tribunal’s position 
is significant in that it gives at least 
tentative sanction to the Commis- 
sioner’s interpretation of the rather 
broadly worded qualification law in 
his state. 

The Department procedure has 
been to send a questionnaire to be 
filled out and in cases where thought 
necessary, to demand that the appli 
cant appear for personal examina- 
tion. Many applicants, for obvious 
reasons, did not care to face the Com- 
missioner and eventually the question 
reached the Supreme Court. 











Insurance Safety 
(Continued from Page 16) 


surance “combines with vast possi- 
bilities for social welfare exceptional 
opportunities for abuse.” Apparently 
many people unthinkingly assume 
that if an insurance company is oper- 
ated under state supervision it can- 
not fail. Receivership of an insurance 
company means to them a failure of 
supervision. Often it is demanded 
that the state reimburse policyholders 
and others upon the basis that it has 
a moral obligation to make good 
losses suffered because of the delin- 
quency of a company. Such a view 
is not justified. 

The state under the present system 
cannot and does not guarantee that 
insurance companies operating under 
its supervision will not fail. If the 
state were to undertake such a guar- 
antee, it would have to do more than 
supervise the companies. Complete 
control would be necessary. A com- 
prehensive system of state insurance, 
such as guarantee of solvency would 
imply, is repugnant to most Amer- 
icans. 

eee 


A* time goes on and experience 
accumulates, we hope to devise 
methods which will mitigate the hard- 
ships caused by the failure of un- 
sound companies. Last year the 
Legislature established a security 
fund to be built up by the contribu- 
tions from the companies writing 
workmen’s compensation insurance. 
In the event of failure in the future 
of any company doing this business, 
those having a just claim for com- 
pensation against an insolvent com- 
pany will be paid out of the general 
fund. It is possible that this principle 
may be profitably extended to other 
classes of insurance. There is a no- 
table increase in co-operation among 
insurance companies, as there has 
been among savings banks. This is 
essential to the safety of the institu- 
tion as a whole and its continued de- 
velopment should be encouraged. 
While supervision is not an abso- 
lute guarantee, it gives assurance that 
the state, though its Insurance De- 
partment is at all times watching over 
the institution of insurance and is 
taking steps to prevent the companies 
from traveling paths which lead to 
known pitfalls. It is some comfort 
that the state is exerting its prestige 
to encourage the progressive social 
development of one of the largest 
businesses in the United States. 
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Mutual Convention 


At Des Moines 
(Continued from Page 12) 


be a banquet with a celebrity of 
national reputation as the principal 
speaker on the evening of the 9th. 
This joint occasion will undoubtedly 
be the largest attended of all the 
functions of the Convention because 
of the opportunity it offers for get- 
ting acquainted with fellow mutual 
people and because it will give a 
close-up view of speakers who are 
leaders in the world of mutual insur- 
ance. 

Following out the plan of the last 
several years there will be an ad- 
journed meeting of the National As- 
sociation of Automotive Mutual In- 
surance Companies. This will occur 
on Thursday morning, the 10th, when 
various matters coincidental with both 
fire and casualty coverage will be 
discussed. 

eee 


Advertising and Sales Conference 


FEATURE of the Convention 

of growing importance is the 
Advertising and Sales Conference. 
This year the program shows a dis- 
tinct departure from the programs in 
previous years in that it has been 
planned to permit a discussion of 
selling problems as well as the prob- 
lems of advertising, and it was the 
judgment of the Advertising Confer- 
ence Executive Committee that the 
best interests of the companies would 
be served by making possible an op- 
portunity for those men responsible 
for sales to meet with the advertising 
group in the hope that a better under- 
standing of each other’s problems 
would result. 

Perhaps one of the greatest prob- 
lems confronting the advertising de- 
partments of the various companies 
is to keep their advertising programs 
and appropriations in step with the 
sales opportunities and the sales lim- 
itations of the men in the field, and. 
of course, there is always present the 
problem of making the best use of 
advertising which is available. 

Many an advertising manager won- 
ders why the sales department does 
not follow up mailing lists, make 
proper use of sales manuals and use 
more frequently the sales helps which 
are made available. It is equally true 
that the sales department wonders 
why the advertising department pro- 
duces a certain type of advertising 
when the salesmen think that some- 
thing else would be more effective. 
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What kind of a house organ is most 
helpful to a sales organization? What 
should a Sales Manual contain? 
What, if anything, should be fur- 
nished to keep in touch with the 
prospect to take up that period of 
time which elapses between the date 
of call and the date of expiration of 
the insurance ? 


Round table discussions will bring 
up the foregoing questions and many 
others. Ideas will be offered and 
freely discussed. No one can attend 
such a series of meetings and go home 
without some business building ideas 
which will repay companies many 
times over for the cost of sending 
men to this Convention. 


Len K. Sharp, Advertising Man- 
ager for the Mill Owners Mutual 
Fire Insurance Company of Des 
Moines, is Program Chairman this 
year. He has done a splendid job of 
building a program and_ securing 
speakers who are recognized author- 
ities on the subjects which they will 
handle. 


It is to be hoped that the company 
managers will reward the efforts of 
the committee by sending to this con- 
ference not only the men who have 
charge of advertising, but men who 
are faced with the responsibility of 
providing the salesmen with intelli- 
gent and aggressive selling ideas and 
plans. 

e®e@ ®@ 


RAVEL to the Convention may 

be arranged on the certificate plan 
by which reduced rates will be avail- 
able. These certificates may be had 
by writing the National Association 
of Mutual Insurance Companies at 
Indianapolis or the Federation of 
Mutual Fire Insurance Companies at 
230 North Michigan Avenue, Chicago, 
Illinois. It is essential that every- 
body coming any distance by train 
should secure a certificate to enjoy 
the reduced rate. 


Those coming through Chicago 
may have the advantage of seeing 
many mutual people if they will take 
the Rocky Mountain Limited which 
leaves Chicago at 10:30 A. M. on 
Sunday, October 6th, and arrives in 
Des Moines at 7:00 P. M. Central 
Standard Time, or the Colorado Ex- 
press leaving Chicago at 11:30 P. M. 
on the 6th and arriving in Des Moines 
at 7:30 A. M.on the 7th. Both trains 
are on the Rock Island route and use 
the La Salle Street depot. The day- 
light trip will save Pullman expense 
and also afford a chance to see the 
interesting country between Chicago 
and Des Moines, including a view of 
the Mississippi River. 
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Comprehensive Policies 

(Continued from Page 15) 
that we are using for personal prop- 
erty. Had anyone suggested such a 
contract ten years ago, we would 
have thought he was crazy. It really 
goes a little bit farther than I think it 
ought to when they tell us that even 
runs in a woman’s stockings are cov- 
ered. But the All-Risk Policy is the 
policy of the future. Not only for 
Inland Marine coverages but other 
lines as well. The Automobile De- 
partment, one of the youngest of the 
fold, is already in the field with a 
Comprehensive Policy for the “Fire- 
Theft” lines. 

Of course, you all read the adver- 
tisement on the front page of the Na- 
tional Underwriter the other day, 
wherein a representative of London 
Lloyds spoke about a comprehensive 
public liability policy. The follow- 
ing issue had an article by the man- 
ager of the Great Western Casualty 
Company, who says Lloyds copied 
word for word from a policy the 
“Great Western” has been issuing for 
more than a year. So London doesn’t 
know as much as we thought it did. 


UT Liability, above all, is some- 

thing that has got to go to the 
Comprehensive Form. Take a drug- 
gist, for instance. The instirance 
agent sells him a General Liability 
Policy and a Druggists’ Liability Pol- 
icy and tells him he is properly pro- 
tected. The Druggists’ Public Liabil- 
ity Policy does not cover food or 
drinks consumed on the premises. 
Suppose tainted food is sold resulting 
in ptomaine poisoning to several cus- 
tomers, or a deadly drug is dropped 
into a salad. Unless the druggist has 
Products Liability insurance he as- 
sumes the loss himself. The clerks 
quite frequently deliver for him in 
their own cars—sometimes unbe- 
known to the druggist. Suppose 
while in course of delivery an acci- 
dent occurs injuring another person. 
Is the druggist liable? Of course he 
is. The principal is liable for the 
acts of his agent. He should have a 
Non-Ownership Automobile Public 
Liability Policy to protect himself 
against such losses. A boy in the 
neighborhood frequently delivers on 
a bicycle. He needs Bicycle Public 
Liability insurance to protect himself. 
Supplies are stored in the basement. 
A sidewalk elevator is used. The 
General Liability Policy excludes 
coverage on elevators. He needs an 
Elevator Liability Policy to protect 
himself. 
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And then take the householder. He 
purchases a Residence Public Liabil- 
ity Policy which assumes his legal 
liability for injury to persons (other 
than employees) on his premises. If 
domestics are employed, the policy 
should be endorsed to cover employ- 
ers’ liability. If a dog is owned, it is 
necessary to have dog liability insur- 
ance to protect him if the dog strays 
from the premises and injures a per- 
son. The Residence Public Liability 
Policy covers only at a specified loca- 
tion. On a windy, rainy day the as- 
sured is walking down the street with 
an umbrella in front of him. He 
bumps into another person causing 
injury to an eye. His Residence 
Liability Policy does not protect him. 
For this type of loss he needs a Per- 
sonal Acts Liability Policy. The 
assured participates in a game of golf 
and injures 1 person. He does not 
carry Golfers’ Liability insurance and, 
therefore, has no protection. He 
needs a Sports Liability Policy to pro- 
tect him while fishing, hunting, bow]- 
ing, playing baseball, tennis, archery, 
etc. If he owns a riding horse he 
must have a Saddle Animal Liability 
Policy in addition to the policies 
previously mentioned. He owns an 
automobile and therefore must have 
an Automobile Public Liability Pol- 
icy. Occasionally he may drive an 
automobile owned by a relative or a 
friend. If he does he needs a Drive 
Other Cars Endorsement on his Auto- 
mobile Public Liability Policy. 


O, I predict that the Liability pol- 
S icy of the future will cover the 
druggist against all the hazards of 
operating a drug store ; and the house- 
holder for all his liability as such. 
Just so, fire policies of the future will 
be broad in form and will cover us 
for all the risks outside the casualty 
field that we may be subject to in our 
particular calling. More than that, 
the time is coming when we will be 
able to get one policy for the whole 
outfit, for the fire companies are grad- 
ually going over into the casualty 
field, and vice versa. Every time we 
adopt a new insurance code, we 
broaden the field of operation just a 
little bit more. Today, in Indiana, 
a fire company can write a full cover- 
age Automobile Policy. Illinois com- 
panies with proper surplus have had 
the privilege for some time. 

Just a word in closing about the 
“New York Standard Policy” and 
“Standard Policy.” I would like to 
see Mutual insurance step out and 
adopt the New York Standard Policy 
in every state in which it is permitted. 


The “Grain Dealers” made the change 
ten years ago. The new policy is up 
to date and to use the old Standard 
Policy where the law does not re- 
quire you to do so is much like driving 
a Model T Ford. Nothing showed 
the backwardness of Stock insurance, 
in my opinion, more than the way it 
fought Commissioner Palmer here in 
Illinois on the adoption of the New 
York Policy, because the companies 
would be put to some expense for re- 
printing. 

The whole policy will have to be 
reprinted sooner or later in order to 
take care of the Supplemental Con- 
tract and the other coverages that 
have been taken on, and Mutual in- 
surance can render a wonderful serv- 
ice if it will take the lead and start 
developing the new policy now. 


EDITORIAL NOTE: In response to 
a question as to rates to meet added haz- 
ards, Mr. Fitzgerald replied: 

I think that there are a lot of these 
coverages that don’t need any addi- 
tional rate. I think that many of 
them can be thrown in. That is what 
we did in the Mill and Elevator De- 
partment a short time ago. We 
thought we had to have a rate for 
this, that and the other thing, we 
added 11 cents here and 6 cents there 
and 2 cents in another place, but we 
have now dropped them all. Being 
mutual companies, we can take care 
of the cost at the end of the year by 
raising our dividend or lowering it. 
My opinion is that on most of these 
coverages no charge need be made. 
Take Airplane Damage, for instance. 
You won’t pay enough money in ten 
years to worry you at all. Put your 
initial rate where it should be and you 
can forget about most of the extras. 
That is one of our troubles. Every 
time we take on a small additional 
hazard we must make a charge for it. 
Insurance of the future is going to 
mean Service to your policyholders, 
and that is where mutual insurance 
has made its great strides. The stock 
companies have never realized that 
until lately and they are attempting to 
meet us. It is our job to keep ahead 
of them. 








The Journal of American In- 
surance will bring you authorita- 
tive articles on a variety of 
subjects every month . . . news, 
educational topics and general 
comment. Subscription $2.50 per 
year, address 230 No. Michigan 
Ave., Chicago, Ill. 
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Huge as the annual fire loss is, the figures are kept from staggering totals by modern fire fighting equipment. 


FIRE INSURANCE CASES RECENTLY IN THE COURTS 


HE ancient merchandising cus- 

tom of furnishing the goods or 

merchandise for a ship owner 
to trade off across the sea and re- 
ceive in return a goodly share of the 
commodities bartered for and brought 
back, developed into what was, cen- 
turies ago, known as the bottomry 
bond business. It was an inducement 
under which the ship owner faced the 
hazards of the waters and possible 
loss of his ship, with an opportunity 
to be better off to the extent of his 
contingent share of the return cargo. 
He was immune from any debt or 
obligation arising from loss of the 
goods entrusted to his care. 

This arrangement was in the na- 
ture of a wager and the merchant 
was regarded as collecting interest 
upon a loan or advancement. But to 
make a wager was wrong at that 
time, More than that, to collect in- 
terest was termed usury which was 
sinful according to the doctrine of 
the righteous as propounded in that 
day. 

On overland transportation there 
were the hazards of meeting brigands 
or bandits who preyed upon the car- 
avans taking the entire cargo, or col- 
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lecting a toll from those in charge. 
Finally, the leagues of merchants 
and of towns built up a pooling sys- 
tem of security in commercial trans- 
portation. A sizeable fortune resulted 
for the individuals financially backing 
those trading operations. These 
wealthy individuals substantially con- 
tributed to the church organizations 
of that period. Soon the recognized 
and orthodox legal principle, that col- 
lecting interest is not usury, devel- 
oped. Upon this new doctrine of 
legalized levy of interest against a 
borrower, the lender’s share of the 
returning cargoes created a reserve 
of wealth or a fund representing, in 
modern thought, an accumulation of 
premiums. Instead of a tithe or con- 
tribution to the church, the state now 
requires payment of a franchise tax 
and regulates the manner of conduct- 
ing the business. Thus do organized 
successors of ancient sea captains and 
merchants continue a business called 
“insurance” and annually restore to 


thousands of individuals a tremen- 
dous amount of money representing 
the loss of homes, goods and mer- 
chandise. 

The word “insurance” is of com- 
paratively recent origin. The old 
Italian, word was “poliza.” Preced- 
ing the Italians, the Greeks had a 
word for it, “politicum,” meaning a 
folded writing. 

The interpretation or construction 
of these now generally standardized 
folded writings or policies pertaining 
to fire insurance has engaged the at- 
tention of the courts during the past 
twelve months with the result that 
some new legal principles have been 
evolved and numerous former deci- 
sions reiterated. 

e@e @ 

IRE insurance, as an organized 

system, is comparatively new al- 
though there is evidence in England, 
dating back to the era prior to 1066, 
of attempts among free guilds to 
guarantee protection against fire loss 
by a mutual contribution agreement. 
From the time of the establishment 
of the first fire insurance company in 
the United States, “The Philadelphia 
Contributionship for Insuring Houses 
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from Loss by Fire,” in the year 1752, 
to the present, an effort has been 
made by the insurance companies 
themselves to standardize policies 
and to secure uniform laws in the 
various states. 

There is a great amount of author- 
ity, both judicial and legislative, 
covering the wide field of risks and 
outlining with a fair degree of def- 
initeness the growth and development 
of the law of fire insurance. 

In an attempt to present a sum- 
mary of the fire insurance cases of 
the past year it shall be my purpose 
to outline, as briefly as possible, 
many court decisions handed down by 
the higher courts of the respective 
states together with the Tl ederal 
Court decisions on the subject. I 
shall attempt to direct your attention 
to a number of these decisions with 
the hope that you may get a bird’s-eye 
view of the trend during the past 
year, 

Merely as an expedient in aid of 
classification and without regard to 
technical or academic subtitles of the 
subject of fire insurance the cases 
have been divided into classes based 
upon the predominating legal ques- 
tion or subject matter involved. 

ee @ 
1. Insurable Interest—Title or 
Ownership 
N the question of insurable in- 
terest, title or ownership, we 
find several cases decided by State 
and lederal Courts. <A recent case 
on this subject is the case of Wood 
v. Newark Fire Insurance Company, 
decided by the United States District 
Court, Eastern Division of Penn- 
sylvania, on August 8th of last year. 
The property involved was a club- 
house in the state of New Jersey 
originally owned by a corporation. 
The interests of the members were 
evidenced by certificates of owner- 
ship. The plaintiff, a mortgagee in 
possession after default, which is 
provided for by New Jersey Law, 
had the property insured. To fur- 
ther support his title, he purchased 
the property at a tax sale and ac- 
quired all of the certificates of owner- 
ship from the club members. At the 
time the plaintiff took possession, 
foreclosure proceedings had been 
started. The property was destroyed 
by fire. The insurer based its defense 
upon the provision that “This entire 
policy * * * shall be void * * * if 
the interest of the insured be other 
than unconditional and sole owner- 
ship.” Held that the plaintiff was the 
sole and unconditional owner within 
the meaning of the policy and a ver- 
dict was directed for plaintiff against 
the insurance company. 
The Massachusetts Supreme Judi- 
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cial Court held that the title in a 
foreclosure sale passes when the 
deed is delivered (Schanberg et al. v. 
Automobile Fire Insurance Co. of 
Hartford, Conn., 189 N. E. 105). On 
this proposition, in Kentucky a sub- 
sequent confirmation of a judicial 
sale cured any defect of title and a 
cancellation notice based upon the 
purchaser not being the owner after 
the sale and before the confirmation 
thereof only served to waive the 
policy provision as to proof of loss. 
(Fidelity Phoenix Fire Insurance 
Company v. Haywood, et al., U. S. 
ey ee. SF 

A survivor of husband and wife 
who had held under a joint deed has 
his interest by continuance instead of 
by new estate. While they owned 
undivided interests each had an in- 
terest in the property of the other 
and neither of them as survivor is the 
unconditional owner, The policy was 
held void by the Supreme Court of 
Pennsylvania in the case of Poro- 
benski v. American Alliance Insur- 
ance Company of New York. 

The Wisconsin Supreme Court de- 
cided two cases involving defaulting 
land contract vendees. In the first 
case the court held that where the 
land contract vendee had yielded 
possession, without legal process un- 
der terms of the contract requiring 
him to do so, the title thereby changed 
and the complaint against the com- 
pany was dismissed. (Korntved v. 
American Insurance Company.) In 
the second case where the defaulting 
contract vendee had not actually for- 
feited the property, the court held 
that there had been no change of 
title or interest. (DeKeyser v. Na- 
tional Liberty Insurance Company of 
America. ) 

On the question of ,title to prop- 
erty in receivership, the Supreme 
Court of Iowa, on May 14, of this 
year, held that receivership placed 
the property in the possession of the 
court. This was held not to consti- 
tute such a change of title or posses- 
sion as to invalidate a policy requir- 
ing the insurance to be assigned and 
approved by the secretary of the 
company. (Parker v. Iowa Mutual 
Tornado Insurance Association, et 
al.) 

An executory agreement to pledge 
was held to not change the interest 
or title to property, a long line of 
cases being cited by the Indiana Su- 
preme Court to the effect that an 
executory agreement to sell without 
actual sale does not effect a change 
of interest. (Automobile Under- 
writers, Inc. v. White.) 

Other cases on this subject decided 
by lower courts in the various states 


indicate the adherence to the prin- 
ciple that the underwriter is entitled 
to have full and complete knowledge 
concerning the interest of the in- 
sured, 
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II. Limitations or Elements of Time 
HE decisions of the courts have 
apparently become quite uniform 

where elements of time are involved. 
Only a few cases have been decided 
in recent months on this subject. In 
New Mexico it was contended that 
the provisions of an insurance policy 
limiting the time of instituting suit 
to one year was contrary to public 
policy where the state had a six-year 
limitation on written contracts. The 
cases of Union Central Life Insur- 
ance Company v. Sprinks, and Rid- 
dlesbarger v. Hartford Fire Insurance 
Company were relied upon to support 
this contention. The court, in pass- 
ing upon the case, however, held that 
these decisions are opposed to the 
general weight of authority and de- 
clared its adherence to the prevail- 
ing rule. (Electric Gin Company v. 
Firemen’s Fund Insurance Company, 
New Mexico Supreme Court.) 

In Missouri the immediate surren- 
der of a policy by an insured having 
knowledge of the required five-day 
notice provision was held to be a 
waiver on the part of the insured of 
his five-day rights, (Hanks v. Cam- 
den Fire Insurance Company). While 
on this question the North Carolina 
Supreme Court held that the ques- 
tion of waiver was a question to be 
determined by the jury. (Wilson v. 
National Union Fire Insurance Com- 
pany of Pittsburgh.) 

Where the insurance contract also 
provided for loss of rent, the New 
Jersey Court of Error and Appeals 
held that the sixty- day provision ap- 
plicable to making proof of loss upon 
certain other features of the insur- 
ance contract did not apply to the rent 
loss feature. (Budreecki v. Fire- 
men’s Insurance Company of New- 
ark, N. J.) 

In the case of Jelin v. Home In- 
surance Company, a case arising in 
the state of New Jersey, the United 
State Circuit Court of Appeals 
passed upon the words ‘“‘vacant” and 
“unoccupied.” The court held that 
the words are not synonymous. Ex- 
ceeding either the sixty-day or, the 
eight-month period stipulated in the 
policy voided the policy. 

ees 
III. Fire or Explosion 

N formulating legislation and in 

adopting the principle of stare 
decisis in the newly admitted states 
of the Union, the general assemblies 
and the courts have frequently fol- 
lowed the precedent of the Eastern 
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and more populous states. In one 
particular phase of insurance law a 
lower court in the state of New York 
established a precedent, which if fol- 
lowed by other states of the Union, 
will materially increase the losses 
paid by fire insurance companies. 
During a factory strike the night 
watchman was notified to vacate the 
building because a bomb was about 
to be thrown into it. The building, 
insured against fire only, was after- 
ward demolished by an explosion. 
The court permitted the case to go 
to the jury. The jury found that the 
sparks from the lighted fuse of the 
bomb constituted a fire preceding the 
explosion thereby causing the dam- 
age and the insurance company was 
held liable for the loss. (Allied 
Cleaning Company v. Insurance, 11 
Journal of American Insurance, No- 
vember, 1934.) The South Dakota 
Circuit Court of Appeals did not see 
fit to adopt this rule. It held, in the 
case of Davies v. Hartford Fire In- 
surance Company, that “hazards in- 
herent in occupancy as a dwelling” 
do not include an explosion resulting 
from a deliberate attempt of some 
person to destroy the premises. 

Where a policy insured against fire 
and also against explosion of either 
natural or artificial gas, whether fire 
ensued or not, some evidence indi- 
cated that gasoline might have caused 
the fire. A directed verdict for the 
insured was affirmed by the United 
States Circuit Court of Appeals of 
the Fifth District, the case having 
originated in the Federal District 
Court of Texas. (Fidelity Phoenix 
Fire and Insurance Co. v. Ballene.) 

In January of this year the Mon- 
tana Supreme Court held that plain- 
tiffs were entitled to recover the 
amount of fire loss where a rectan- 
gular stove was blown into a rounded 
shape although there was no evidence 
tending to show that fire along the 
wainscoting caused the explosion. 
(McDonald et al. v. Royal Fire In- 
surance Company.) 

With equally plausible theories be- 
fore it, the Virginia Supreme Court 
of Appeals took judicial notice of 
the difference in speed of sound and 
light. Testimony was introduced as 
to the color of the first observed 
flames. The court held that the fire 
was caused by explosion. (Pearcey 
v. St. Paul Fire & Marine Insurance 
Company. ) 
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IV. Incendiarism and Arson 

WIDE range of criminal laws 

and rules of evidence is en- 
countered in any case classified un- 
der this subject. In a case before 
the Supreme Court of Michigan the 
court held that there was sufficient 
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proof of the corpus delicti where a 
conviction of arson was based upon 
no proof except the actions of the 
owner after the fire. This evidence 
was offered to prove both the fact of 
the fire and the guilt of the accused. 
(People v. Porter.) The United 
States District Court of Appeals of 
the District of Columbia has a con- 
trary view. In the case of Parlton 
v. U. S. District of Columbia the 
court held that a criminal case re- 
quired proof of open and visible con- 
nection between the principal facts 
and the deductions to be made from 
them. But the lowa Supreme Court, 
in the case of Natalina v. North- 
western Fire and Marine Insurance 
Company, adheres to the rule as laid 
down by the Michigan Supreme 
Court to the effect that, although 
there was no direct evidence, the 
question of incendiarism should have 
been submitted to the jury. 

In Arkansas, testimony of a con- 
versation preceding the fire between 
the owner and a third party, who 
later admitted that he had burned the 
building, was a question for the jury. 
A directed verdict for the insurance 
company was held to be error by the 
Supreme Court in the case of New 
York Underwriters Company  v. 
Stewart. 

Where an insured was permitted to 
testify that he was formerly ac- 
quitted by another jury on a charge 
of burning the dwelling, the Ken- 
tucky Court of Appeals held this to 
be prejudicial to the defense of the 
company and a new trial was ordered 
in the case of Occidental Insurance 
Company v. Chasteen et al. 

In Vermont the owner had pur- 
chased kerosene and an occupant who 
was ordered to vacate the premises 
just before the fire threatened to re- 
taliate. It was held that there there- 
by arose a question for the jury. 
( Bellock et al. v. State Mutual Fire 
Insurance Company, Vermont Su- 
preme Court.) 
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V. Waiver and Estoppel 
HE words “waiver” and “es- 
toppel” are frequently used inter- 
changeably by the courts. There is, 
however, a generally accepted real 
distinction, “Waiver” is recognized 
as the voluntary relinquishment of a 
known right. “Estoppel” rests upon 
the misleading conduct of one party 

to the prejudice of the other. 

A fire insurance policy was issued 
for a term of five years and a note 
given covering the premium, payable 
in yearly installments. The insurer 
cancelled the policy for failure to pay 
the yearly installments, and returned 
the note to the insured. Later, the 
insured sold the property and ex- 
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ecuted an application for transfer. 
The application was mailed to the 
insurer, together with a year’s pre- 
mium on the purported policy. The 
insurance company did not consent 
to the assignment. It was held that 
an estoppel to deny the existence of 
the policy did not arise merely by 
reason of the fact that the insurance 
company retained the premium. 
( Niagara Fire Insurance Company v. 
Aebischer, Oklahoma Supreme 
Court. ) 

In another case decided by the 
same court, the policy on a school 
house contained an abandonment pro- 
vision. The company was notified 
that the school was being abandoned, 
but took no action to cancel the pol- 
icy. The court held that this consti- 
tuted a waiver of the provisions of 
the policy and the company could not 
deny liability. (Atlas Assurance Com- 
pany of London y. Fairchild.) 

These cases are readily reconciled 
by reason of the fact that, in the first 
mentioned case, the policy had been 
cancelled prior to the application for 
transter. 

An application for additional insur- 
ance was filed in Nebraska Septem- 
ber 30th, and the agent stated it 
would be effective at noon on the fol- 
lowing day. The policy was to be 
delivered to the mortgagee but was 
not in fact delivered. <A fire loss 
having occurred on October 5th, the 
couit held that the case was a damage 
case to go to the jury on the question 
of the failure of the company to 
properly perform its duty. (Rhodes 
v. Fire Insurance Agency, Nebraska 
Supreme Court.) 

Sustaining the fundamental rule 
that fire insurance on property does 
not pass with the property, the South 
Dakota Supreme Court held that an 
insurance company had not waived, 
nor was it estopped from setting up 
a breach of ownership clause where a 
former owner returned a policy with 
a request that the same be transfer- 
red. The company had retained it 
without an endorsement thereon. 
(Central Life Assurance Society of 
Des Moines v. Denver Mutual Fire 
Insurance Company. ) 

(Continued In Our Next Issue) 


TIME’S FOOTPRINTS BARRED 

“My wife is always pleased with the 
latest wrinkle.” 

“So is mine—provided it isn’t on her 
own face.”’—Boston Transcript. 


SWEET AND THIRTY 
A lady novelist thinks that thirty is a 
nice age for a woman. 
It is, especially if she happens to be 
forty —Boston Transcript. 
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Wise brokers choose 


ATLANTIC 


Small wonder that a rapidly increasing number of 
brokers who are practical are turning to the Atlantic 
for marine insurance. 


Atlantic is the largest mutual marine and transpor- 
tation insurance company in the world writing 
OCEAN, INLAND, YACHT and TRANSPORTATION 


insurance. It is 93 years old. 


Atlantic is strong financially. 


more than $9,000,000. 


Atlantic writes a profit-sharing, but non-assessable 
policy at standard market rates. Present cash divi- 
dend is 15%. 


Its present surplus is 


Atlantie’s reputation for prompt and equitable loss 
settlement is second to none. 


Atlantic pays commission to brokers on the same 
basis as other reliable companies. 
Consult our Brokerage Department 
for full information. 


Atlantic Mutual Insurance Co. 
175 W. Jackson Blvd., Chicago, Ill. 
Home Office: 49 Wall St. (Atlantic Bldg.) New York 
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4) 
Operated not a aN 


for profit—< 
but for 


NSURANCE, as such, was not formed in America 
as an enterprise for making money. Its original 
aim was to protect... not to profit. It was con- 
ceived and planned as a common-sense measure 
for the common good of all who participated in it. 









Mutual Insurance has closely adhered to this 
fundamental principle. This is why Mutual Cas- 
ualty Insurance Companies have no stockholders. 
It is the reason for Mutual Companies’ conserva- 
tive investment programs. It explains Mutual 
Companies’ refusal to protect any save the best 
moral and physical risks. 


Hardware 
Home Office: 


Dallas, Tex. 
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Mutual Casualty Company 


Stevens Point, Wisconsin 


Appleton, Wis. Detroit, Mich. Los Angele 
Atlanta, Ga. Duluth, Minn. Madison, Wis. 
Boston, Mass. Fond du Lac, Wis. Milwaukee, 
Chicago, Hl. Indianapolis, Ind. Minneapolis, Minn. 


s ROTECTION! | 


Mutual Casualty Insurance, today as in the be- 
ginning, is insurance of, by and for the policy- 
holders. Year after year, mutual policyholders 
receive not only the fullest possible protection . . . ' 
but the welcome plus-value of substantial reduc- 
tions in net cost! 





PROTECTION 


From the very first the Hardware Mutual Casualty 
Company has given policyholders satisfactory claim ad- 
justments. Since 1914 it has paid out in claims over 
$12,900,000 to, and in behalf of policyholders. 
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MANAGEMENT 


A State Insurance Commissioner recently said, 


“Financial condition only tells part of the story—the 





characters of the men operating the company are 


also very important.” 


The moral fibre of the men operating the companies 
comprising the Federal Mutuals cannot be over- 
looked. The management policies of these compa- 


nies have always been fair and square. 


The Federal Companies have grown because one 
person tells another. These recommendations comie 
from satisfied policyholders. The satisfaction of 
policyholders has been acquired through a just and 


honorable management. 


Observe Fire Prevention Week — October 6-12, 1935 

















FEDERAL HARDWARE & IMPLEMENT MUTUALS 


HARDWARE MUTUAL FIRE INSURANCE COMPANY OF MINNESOTA, MINNEAPOLIS, MINNESOTA 
a HARDWARE DEALERS MUTUAL FIRE INSURANCE COMPANY, STEVENS POINT, WISCONSIN 
MINNESOTA IMPLEMENT MUTUAL FIRE INSURANCE COMPANY, OWATONNA, MINNESOTA 
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REINSURANCE 


YOUR REINSURER IS YOUR SILENT PARTNER 





CASUALTY 


Security Mutual Casualty Company 
of Chicago, Illinois 


FOUNDED 1913 


FIRE 


The Lumber Mutual Fire Insurance Company 


of Boston, Massachusetts 


FOUNDED 1895 


Reinsurance Underwriting Managers 


EXCESS UNDERWRITERS, Inc. 


90 John Street, New York City 


J. P. GIBSON, Jr. A. SHIRLEY LADD 


Vice President and General Manager Manager Fire Department 












































